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FOREWORD 


The problem of . the ‘flight’ or migration of teclinically- 
qualified and experienced personnel from public enterprises to 
the private sector has been engaging the attention of Government 
in. India for some time. It first arose in the period of the First 
Five Year Plan in connection with public undertakings like the 
Daniodar Valley Corporation and Ordnance factories. With the 
rapid increase in programmes of econo,mic development from 
1956 the problem assumed greater significance. The Engineering 
Fersomiei Committee (1956) as well as the Second Pay Com- 
mission (1959) gave much thought to it. The Government of 
India suggested to the Indian Institute of Public Administration 
in 1961 that it should undertake a study of the problem. 

The Institute entrusted the task of conducting the study 
to Dr. IT.K. Paranjape. An Advisory Committee for the study- 
project was appointed and the members of the Committee gave 
him general guidance about the lines on which the study should 
be conducted. Further information about the conduct of the 
study will be found in the Introduction. The study was completed 
and its report entitled “A Study of the Flight of Technical 
Personnel and Related Problems Affecting Public Undertakings” 
was submitted to Government in August 1962. 

As the study is based on first-hand data collected from a 
number of enterprises and deals with a problem of considerable 
importance and interest to administrative officials, managers and 
others interested in public e.nterprises, the Institute thinks that 
it will be useful to publish the study for the information of all 
who are interested in the subject without, however, committing 
the Institute to the opinions expressed by Dr. Paranjape. The 
Government of India has permitted its publication and the 
Institute is grateful to it for this as well as the opportunity to 
undertake this study. The study is published in the form, in 
mdiich it was submitted to Government; but the author has 
added a Postscript to bring the study up to date. 


V.K.'N. M,fNON 
Director 

/ The^ Indian Imtitute. of Public Admiriistration 
;^New Dellii, September 5., 1963 
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INTRODUCTION 


0. 1 The main object of this study was to investigate the extent 
to which there exists what has come to be known as “the 
Flight of Technical Personnel” due to migration of such 
personnel from one public sector undertaking to another 
and further to find out to what extent this is due to disparity 
in pay scales and other conditions of service. It was decided, 
in consultation with Government, that it would be conven- 
ient also to include in this study the problem of migration 
from the public sector to the private sector. The study was 
to cover public undertakings under the Ministries of Commer- 
ce and Industry, Steel, Mines and Fuel, Transport and Co- 
mmunications, Defence, Irrigation and Power, Railways and 
Works, Housing and Supply. Only the higher level technical 
personnel were to be brought within the scope of the study. 

0.2 It w'as also decided that this was to be a preliminary 
study to establish broadly whether the question of migration 
was really acute and, if so, what the main causes were. It 
was assumed that within the time and resources available, 
a more detailed study was not possible; it was also not at 
this stage necessary. 

Method Pursued for the Study 

0.3 The data required for the study were obtained in tw o 
ways. A general questionnaire was is-sued to all the under- 
takings and factual information was attempted to be 
obtained on that basis. To supplement the information 
obtained in this way, and in some cases to obtain at least 
some information when nothing was forthcoming, visits were 
paid to some public sector undertakings. This provided an 
opportunity to assess the opinions and experience of persons 
at various levels in the enterprises regarding these pi'oblems. 
Interviews were also sought with some of the senior officials 
in the Ministries concerned to obtain their assessment of the 
problem. Some data were also collected from a few private 
undertakings so as to obtain a comparative picture. A 
]ist of the enterprises which provided information in answer 
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to our questionnaire and a list of those visited are given in 
Appendix IIT. 

Limitations of the Study 

0.4 The scope of the study being so wide, it has not been 
possible to prepare any quantitative estimate of migration. 
The various enterprises provided such data as they could 
readily make available. Therefore complete data regard- 
ing migration during any particular period of time could not 
become available to us. The information regarding major 
causes of migration, existing and potential, could only be 
collected on the basis of interviews with persons operating 
at various levels in the enterprises. Thus the study has ten- 
ded to be qualitative rather than quantitative. However, 
even with these limitations, it is felt that the results of the 
study will be useful in indicating the nature of the problem 
as it is affecting public sector enterprises at the present stage 
of the development of our economy and also to indicate the 
broad lines of changes in policy that are necessary to solve the 
problems that are facing them. The study v/ill also perhaps 
indicate the lines along which more specific investigations 
could be undertaken for the purpose of working out de- 
tailed policy measures. 

Arrangement of the Report 

0.5 In Part I we examine the existing situation regarding 
migration of personnel from public enterprises — ^how far 
there is a ‘Flight of Tec hn ical Personnel’, what enterprises 
and what types of persormel are specially affected, and also 
what are the other related problems, such as non-availability 
of persormel, affecting certain enterprises. 

0.6 Following this, in Part II we go on to examine the causes 
of migration, existing and potential, including the problem 
of disparities in pay. 

0.7 In Part III, we examine the various possible ways of 
ensuring the steady availability of qualified technical personnel 
for public undertakings, including the problems of salaries and 
bonuses, promotion policy, recruitment and training and 
movement of personnel within the public sector. 



PART I 


IS THERE A FLIGHT 9 



I. WHAT IS ‘FLIGHT OF TECHNICAL PERSONNEL’ ? 


1.1 At the very beginning, let us define what we mean by 
the term ‘Flight’ of personnel Movement of personnel of 
various categories from one employment to another can 
take place due to a number of reasons. The possibility of 
improving one’s prospects can provide an incentive to 
individuals to move from one employment to another. 
Such a move may be beneficial not only to the indivi- 
dual concerned but also to the community. Replacement 
of a system under which persons remain immobile as 
between different kinds of work, different employers and 
different regions by a system under which they are free 
to move to new types of work, new employers and regions 
where there is greater demand for productive labour is an 
essential part of the modernisation of an economy. Further, 
in a dynamic economy, where new types of industries are 
all the time growing up, mobility of labour and its move- 
ment from decaying to growing industries are essential for 
the health of the economy. In an economy like ours where 
rapid industrial growth is being attempted under a national 
plan, new industrial units can grow up rapidly only if they 
can obtain at least a basic core of their personnel require- 
ments from already existing industries and other kinds of 
employment. Movement of individuals from one employ- 
ment to another in the pursuit of higher net real income 
can also be considered to be beneficial to the extent that it 
can be assumed that the higher payment in the new employ- 
ment is indicative of a larger contribution by the individual 
to the national product. It is true that due to imperfections 
of the labour market, there is no trend towards uniformity 
of real wages for similar kinds of work all through the eco- 
nomy. Therefore certain movements may be of a kind where 
the individual may gain, but the society may not gain, or may 
even undergo a loss. But in a free society, movements of this 
type cannot be forcibly stopped; in some ways, such move- 
ments may even help to reduce the imperfections in the la- 
'bour market. Generally it could be said that movement 
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of personnel as such is not harmful and anyway, in the con- 
text of a rapidly developing and changing economy, inevi- 
table. It is only when such movements take place on a large 
scale, affect existing enterprises significantly due to a large 
turnover in their personnel complement — either affec tng al 
or some specially important categories — ^and thus influence 
their operational efficiency adversely, that the situation can 
be considered to be undesirable. This would be more 
so if the large scale movement of personnel is from indus- 
tries which are vitally placed in their role in the economy. 
If due to any reason, the real income and conditions of service 
in these industries tend to be less attractive than those in other 
industries, and therefore there is significant outward migra- 
tion of personnel from these industries, this can be a matter 
of alarm, requiring remedial action. 

1 .2 The public sector inindia comprises mostly of industries 
vital to the economic growth and defence of the country. 
No doubt private sector industries, in our system of economy, 
have also an important part to play in the economic growth 
of our country and the economic well-being of our people. 
But, by and large, most of the public sector industries, to- 
gether with a few private sector industries in fields like iron 
and steel, oil, coal and some engineering industries, are basic 
to the creation of the growth potential of the country. 
Therefore any outward migration of important categories 
of personnel from these industries which assumes a scale 
which is so large as to upset their current operational 
efficiency and future operation and growth patterns has to be 
checked. To locate the extent to wliich such a phenomenon 
exists at the present moment or is expected to come about in 
the near future is the primary purpose of this study. 

1.3 Large-scale movement of personnel from one employ- 
ment to another which takes place in such a way and on such 
a scale as to affect the operational efficiency and future growth 
of an organisation can be considered to constitute ‘Flight of 
Personnel’ from a given organisation. If this phenomenon 
becomes general, in certain kinds of industries or sectors 
nf tViR fti'otinmv because of sneciallv ranid growth in such 
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industry or sector, or in the economy as a whole thus creating 
a demand for personnel which is far larger than its supply, 
the ‘Flight of Personnel’ may become a geneiul problem 
affecting the economy as a whole. The problem may alfect a 
large group of industries, or a particular sector; it may relate 
to all types of personnel or only certain key categories where 
the imbalance betv^een demand and supply is significant, or 
where the particular categories are vital in the successful 
operation and growth of those industries or sectors. 

1.4 It has not been possible for us to lay down any precise 
criterion to distinguish between normal and healthy, and 
undesirable and unhealthy, mot'ement of personnel. Any- 
way, the data that we could collect were such that even if 
we had any such criterion, we could not have applied it to 
the data. Thus we have been able only to give instances 
of movement of certain kinds of personnel, especially those 
which the managements of different undertakings felt to 
be of an alarming character and such as to affect their 
undertakings adversely. We realise that this is not the best 
way of analysing the problem. Managements, especially 
when specifically asked about their problems, would normally 
tend to paint their difficulties in overbold colours and one 
has to make some allowance for that. This is what we have 
tried to do. We realise the imperfections and the subjecti- 
vity involved in this method of study; but in the circums- 
tances, this was the only method we could follow. 

Non-availability of Qualified Personnel 

1.5 From the point of view of its effect on efficiency, non- 
availability of persomiel of the required quality in adequate 
numbers can be as troublesome as ‘flight’. This may take 
two forms : 

(fl) Non-availability in the country as a whole of persons 
with the required qualifications and experience. 

{b) Non-availability of such persons for the public sector 
undertakings. 

1.6 The former poses a general problem, the solution to 
• which will have to be sought partly through the development 
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of appropriate teaching programmes; but partly it may also 
be related to the training and personnel development prog- 
rammes of the undertakings in a particular field. Th is latter 
aspect of the problem as well as the problem of non-availabi- 
lity of persons to public sector undertakings as such have to 
be treated as essentially related to the broad field of our 
present study. 



O. THE EXTENT OF ‘FLIGHT OF TECHNICAL PER- 
SONNEL’ IN MAJOR PUBLIC UNDERTAKINGS 


2. 1 Out of the various public undertakings about which we 
could collect data on this problem, six are not in any way 
significantly affected by this problem up to now. They are — 
the National Coal Development Corporation, the Railways, 
the two air corporations, Hindustan Machine Tools, and 
Hindustan Steel. The Heavy Engineering Corporation can 
also be included in this category ; it is still in the early stages 
of construction and is in the midst of a large-scale recruitment 
programme. The Indian Refineries and Heavy Electricals 
are also largely in the same position as the Heavy Engineering 
Corporation. However, the construction programme of 
these two latter undertakings has been under wuy for some 
time no'v and they have experienced some difficulties regard- 
ing retaining their construction personnel. 


National Coal Development Corporation 

2.2 The National Coal Development Corporation has been 
expanding its activities rapidly and it has found it necessary 
and possible to attract a significant number of mining en- 
gineers from the privately-owned coal mines. The Cor- 
poration has not been faced by an outward migration pro- 
blem of any significant magnitude. However it has a pio- 
biem regarding recruiting (and retaining) civil engineers 
for construction work. It finds that good-quality civil engin- 
eers do not like to join a predom'nantly mining organisation; 
and while the management does not mind getting the middle 
range and not the very best for the type of civil engineering 
work that the Corporation has to undertake, its exper- 
ience is that civil engineers even of average competence do 
not join in adequate numbers to satisfy its needs. 

Railways 

2.3 The Indian Railways as a whole have not had any 
significant difficulty in the matter of retaining their higher 
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engineering personnel. As compared to the total strength of 
their engineering establishments, the number of those who 
have left railway service for other employment is very small. 
The railways have made available the services of some of 
theii' senior and experienced personnel to other, new, public 
undertakings on deputation. This of course is not a case 
of ‘flight’ but of planned movement. Some of the special 
units on the Railways, like Chittaranjan Locomotive Works 
and Integral Coach Factory at Perambur, are however facing 
the problem of migration. We indicate this further below. 

Air Corporations 

2.4 Neither the Indian Airlines Corporation nor the Air- 
India International have had any di.ficulty regarding re- 
taining their higher technical personnel. The latter cor- 
poration has however had some difficulty regarding retaining 
the graduate engineering apprentices recruited by them. 
More than 50% of such apprentices have left the corporation 
either before or shortly after completing their period of 
training. 

Hindustan Machine Tools 

2.5 In Hindustan Machine Tools, there have been few 
losses of technical personnel at higher levels. A significant 
departure has been that of a Deputy General Manager for 
joining a private firm. 

Hindustan Steel 

2.6 In Hindustan Steel, most of the engineers recruited and 
trained for operational work have entered into an agreement 
to serve it for five years after the period of training. Only 
in the case of the batch first recruitai is the contract period 
now coming to a close. It is only in the last two years that 
most of these people have actually started in operational work. 
Thus not much occasion has arisen yet for the problem of 
migration to arise in the case of operational personnel . There 
is no doubt however that amongst quite a significant number 
of the young engineers there is a widespread feeling of dis- 
satisfaction and many of them are qtiite vocal about their. 
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TOsh to go elsewhere once their period of contract is over. 
How many of them will actually want to go, and will go, 
when the time comes is of course another problem. We 
shall refer to this later when we discuss the possible causes 
of ‘flight’. 

2.7 The one category in Hindustan Steel where there has 
already taken place a certain loss of qualified personnel is 
that of construction personnel. This is especially true of 
the team of construction engineers that was built up at the 
Bhilai Plant, which was the only one among the three plants 
where most of the construction was carried out department- 
ally. This team of engineers was built up with a great deal 
of expenditure and careful training, both in India and in the 
U.S.S.R., and they learnt a great deal about steel plant 
construction under the direct guidance of Soviet experts 
situated at Bhilai. But because of the time lag between 
the tapering off of construction work at Bhilai and the be- 
ginning of the expansion phase in the three existing steel 
plants— and the delay even in taking the decision about 
expansion in the steel industry in the Third Plan period — 
there was uncertainty about the prospects open for these 
construction engineers in their own lines of specialisation 
Some of them have therefore resigned and gone over to private 
construction firms . Others have been absorbed in Hindustan 
Steel on maintenance jobs. But the specialised team of 
construction engineers has been broken up and this may- 
have an adverse effect on the construction of the fourth plan t 
and the expansion of the other three plants. 

Small Enterprises 

2.8 Of the remaining enterprises, smaller ones like the 
National Instruments Factory, Hindustan Cables and Hin- 
dustan Housing Factory are more significantly faced by the 
problem of non-availability of higher categories of technical 
personnel which they badly need rather than by that of the 
migration of existing personnel, though even the latter prob- 
lem does affect them to some extent. The National Ins- 
truments Factory has lost three qualified chargemen in the 

• last few years— their qualifications being (0 B.E., {ii) M.Sc. 
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(Tech.), , and {in) M.Sc. (Physics), respectively. It has also 
lost its Industrial Engineer and finds it difficult to recruit an- 
other suitable person for that work. Hindustan Cables lost 
two technical officers and four Supervisors in the last two 
years. In some other cases, it could retain the services of 
qualified personnel only by promoting them to a higher grade, 
creating some extra posts in that grade for the purpose. The 
Hindustan Housing Factory has found that most of the 
newly recruited qualified engineers begin to look for other 
jobs as soon as they have obtained some experience. Hindus- 
tan Insecticides has been affectel by the problem of outward 
migration significantly enough for its Board to appoint a 
special committee to go into the problem. 

2.9 In the Mysore Iron and Steel Works, migration has 
affected personnel at middle and higher levels and a signi- 
ficant number have left to join private concerns. In Hindus- 
tan Antibiotics, the problems of outward migration was more 
serious some two or three years back than now, especially 
for higher level engineering personnel; the loss of trained 
operators, most of whom are science graduates, continues 
however to be sizable even now. Another important cate- 
gory where losses of qualified personnel continue to be signi- 
ficant is that of scientific staff conducting research which is of 
vital importance to the continued growth of the undertaking. 

2.10 The Posts and Telegraphs W orkshops organisation has 
lost a large number of qualified employees though the fact 
that most of the permanent employees are in pensionable 
service has helped to prevent more losses. In the last three 
years, one Assistant Manager (Works) and three Assistant 
Engineers (Works) resigned. Two of these had only joined 
a year or two earlier, and were the only two who could 
be available for employment when an advertisement was 
issued for nine Assistant Engineers (Works). In 1954-55, 34 
persons had been recruited for the posts of Assistant Foremen ; 
out of these, 16 had resigned by June 1961. 

Indian Telephone Industries 

2.1 1 Indian Telephone Industries has been losing qualified 
hi sher level technical staff at the rate of six or seven every year 
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during the last few years, mostly in Grades III and IV but 
also a few in higher grades. The significant losses have been 
that of an industrial engineer to Hindustan Aircraft, a me- 
thods engineer to a private firm and a telecommunications 
engineer ultimately to Bharat Electronics, though in the first 
instance he went to a private concern. The concern has 
also found it difficult to attract the Government of India app- 
rentices who are under training with it for service in the con- 
cern. (The National Instruments Factory has had similar 
experience.) Bharat Electronics has been losing a signi- 
ficant number of qualified personnel, especially amongst the 
younger group. A large number among them are going 
to other public enterprises. 

Hindustan Aircraft 

2. 12 In Hindustan Aircraft, the problem is gradually increas- 
ing in magnitude. There has been a significant loss of per- 
sons with specialised experience. The industrial engineering 
department has suffered heavily as a result of the migration 
of qualified personnel. In the junior supervisory grades, 
losses have ranged between 3 to 4% in the last few years. 
In the higher categories, there have been a few significant 
losses. In some cases, where qualified personnel had been 
offered better jobs by other semi-Government agencies, 
the management has intervened and persuaded the latter 
to withdraw the offer though the jobs offered were carrying 
salaries significantly higher than those paid to these persons 
in Hindustan Aircraft. 

Chittaranjan Locomotive Works 

2.13 In the Chittaranjan Locomotive Works, 16 Class 11 and 
four Class III officers have resigned in the last few years and 
gone to private concerns. Two of the engineers who have re- 
signed are production engineers. One of them was getting 
Rs. 1060 at Chittaranjan and he is now said to be with a 
foreign firm getting a total remuneration of Rs. 2600 or so.^ A 
foreman has resigned and the management understood that he 
had joined the Durgapur steel project. The problem affects 

1. Even the Chief Mechanical Engineer does not get that salary in 
m Chittaranjan. 
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skilled operators more than supervisory staff or officers. 
Specially, artisans in pattern-making are having much de- 
mand outside and hence they tend to leave. It was specially 
emphasised that the problem is very acute regarding skilled 
workers. At the officers’ level, the problem is not acute 
as yet, but potentially it is considered to be a difficult one 
as the disparities in the scales of pay are becoming more 
and more obvious. The view expressed by many technical 
officers was that the temptation for people to leave is strong 
and increasing.^ 

D.V.C. 

2.14 In the Damodar Valley Corporation, the problem had 
arisen as early as 1952. In the last few months of 1952, 
as many as 27 Assistant Engineers (Civil) left the Corpora- 
tion. In 1953-54, about 75 engineers and 60 overseers and 
supervisors (all Civil) left the Corporation within a period of 
six months. Between April 1959 and March 1961, 65 Assis- 
tant Engineers, 13 Executive Engineers and one Superintend- 
ing Engineer have left the Corporation. The loss of Assis- 
tant Engineers is a matter of special concern since they are 
the backbone of the organisation. 

Fertiliser Units 

2.15 The Fertiliser Corporation has experienced certain di- 
fficulties in obtaining and retaining qualified and experienced 
mechanical, electrical, civil and public health engineers in 
almost all grades. It is said that for senior positions the 
difficulty is greater. The Sindri unit of the Corporation has 
lost a number of people during the last ten years, some of 
them to the Nangal and Trombay® units and also some to 
private finns. The difficulty has been specially acute during 
the last few years, though even earlier it was not non-existent. 
The result has been that most of the personnel who 
developed Sindri have left and the present staff represents 


2. It is said that a production engineer can get in an outside job two to 
three times the salary he gets at Chittaranjan* A Railway Engineer is now 
General Manager in an important engineering firm in the private sector and he 
is getting Rs. 4500 p,m. If he had remained at Chittaranjan, he would now 
get only Rs. 2000 p.m. 

3. These were separate legal entities till recently. 
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the third technical generation, so to say. Cases of migration 
include one Superintendent (Maintenance) and one Superin- 
tendent (Production). Electrical and mechanical engineers 
feel that they have no prospects in a chemical organisation 
of this type and hence prefer to leave. Some higher per- 
sonnel from Sindri Power Plant are now in Durgapur Steam 
Power Plant of the West Bengal Government. In one case, 
an electrical engineer was the third senior man and the two 
persons above him were to retire in about three years ; but 
he was not prepared to wait even that long and therefore left. 
Good maintenance personnel have been lost in large num- 
bers. In the case of workers there has not been much di- 
fficulty; the problem arises specially in lower supervisory 
and middle positions. Personnel first leave for some private 
concern and thereafter join a public undertaking. The ten- 
dency for ‘flight’ sometimes seems to arise as a chain action. 
For instance, a chargemau at Sindri was considered not to 
be good enough and hence was not promoted when his other 
colleagues were promoted. He went to a private firm in 
the neighbourhood and from there he has now gone over to 
Hindustan Steel at Rourkela (Fertiliser project) in a much 
higher grade. His former colleagues at Sindri, who were 
considered superior to him, are still in lower paid posts. 
Naturally they want to apply for higher positions in Rourkela 
and other places. There have been two other cases like this. 
In its earlier stages, Sindri attracted many technicians from 
private plants and collected the cream of chemical engineers 
in the country. Today, it finds it difficult to secure and 
retain qualified technical personnel, especially the better 
and more experienced among them. 

2.16 In the National Projects Construction Corporation, 
the number of resigiiations and desertions has been quite 
significant.-’ 

Ordnance Factories 

2.17 Ordnance factories have been att'ecied by the Flight of 
Personnel to a very great extent. A noticeable tendency for 

4. See Estimates Committee, Second Lok Sabha: Report on the 
» National Projects Construction Corporation (March l‘)62), pp. 12-l.t. 
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ordnance personnel to migrate to other enterprises arose 
quite early. From 1954 to 1957, 27 gazetted officers resigned 
from ordnance factories. The number of non-gazetted offi- 
cers who resigned in 1956 alone was 37. In 1957, four Assis- 
tant Works Managers and one officiating Works Manager 
resigned; four of them went to private enterprises. In 1958, 
three Assistant Works Managers (one was temporary and one 
officiating) and one officiating Works Manager resigned; one 
of them went to a private concern. In 1959, four Assistant 
Works Managers (two officiating, one temporary) and one 
officiating Director of Production (in Superintendent’s 
Grade, Senior Scale, on Rs. 1 800) resigned ; three of them went 
to private concerns. Again in 1960, three Assistant Works 
Managers (two of them temporary) and one Senior Works 
Manager (officiating) resigned and left. In 1961, by May 13, 
1961, one temporary Assistant Works Manager had resigned 
and left. In a few of the above cases the persons concerned 
had to pay three to six months’ salary to Government since 
their notice fell short of the required period; but they did not 
mind it. Amongst non-gazetted staff, during 1959-60, five 
Foremen, two Assistant Foremen, and nine Chargemen re- 
signed and left the ordnance factories. Tire corresponding 
figures for 1960-6! were eight, two, and mine, respectively. 
Also during 1959-60, five Senior Draughtsmen, ten Draughts- 
men, two Planners, 29 Supervisors (A), 32 Supervisors (B), 
two Estimators (one senior), and one Rate Fixer had 
resigned. 

2.18 Ordnance Factory experience especially in metallurgy 
and foundry work is very useful and is in great demand in 
industry. With the unfavourable pay scales and promotion 
prospects in ordnance factories, there have been many de- 
fections of such persons. Moreover, at the time of our ex- 
amination; there were a number of cases where notices of 
resignation had been given but the authorities had held the 
persons concerned to their jobs by refusing to accept 
resignations. But obviously this could not be expected to 
hold good for long. 

Conclusion 

2.19 Our review, limited as it was in the amount of data we 
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could collect, indicates that the problem of ‘flight’ has not yet 
become general and widespread as some discussions on the 
subject imply. Up to now, in the public sector, the number 
of undertakings which have been seriously affected by such 
‘flight’ is small. The ordnance factories seem to be the worst 
affected. Sindri fertiliser unit is the other one where there 
is serious complaint about a number of ‘key’ personnel 
leaving. The D.V.C. was affected by this problem very early 
and it continued to suffer from it for some years. Now its 
construction programme and other work is not so large; 
but still it faces a significant degree of migration which creates 
difficulties in its functioning. Among the other older under- 
takings, the Railways and the Posts and Telegraphs as a whole 
have not been significantly affected; but their special units, 
Chittaranjan and Perambur in the former case, and P. & T. 
Workshops in the latter case, have been somewhat affected. 
The undertakings which have been functioning from before 
the First Five Year Plan — e.g., Indian Telephone Industries, 
Hindustan Aircraft, etc. — ^have been affected more than the 
newer undertakings. These latter have only recently been 
busy recruiting personnel, training them and placing them; 
many of their personnel are still to complete their period 
of contract of service arising out of the training received by 
them; it is not therefore surprising that the problem has 
not arisen very much in their case. But everywhere, there is 
a widespread feeling that it is not going to be easy to retain 
the best personnel once the contract period is over. How 
far tliis feeling of a potential threat is justified we shall dis- 
cuss later. 

2.20 Our study indicates that the problem of migration has 
arisen with different degrees of intensity in different under- 
takings and in different categories of personnel. Depart- 
mental undertakings have been affected more than corporate 
undertakings; older undertakings have been affected more 
than newer undertakings ; undertakings employing persons 
qualified and experienced in certain kinds of technical 
work, — ^mechanical engineering, large-scale construction, 
industrial engineering, chemical engineering, — are affected 
» more as compared to others. Migration has affected the 
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retention of certain kinds of skilled workers and junior 
supervisors (with, tool-room or foundry experience, for ex- 
ample) more than senior supervisory or officer ranks ; Chi- 
ttaranjan, and most of the public undertakings in Bangalore 
are examples of this. Migration has generally been more 
significant among graduate engineers with some years’ 
field experience-middle level engineers — ^than among either 
fresh graduates with one or two years’ experience or very 
senior and experienced personnel. 



III. ATTEMPTS TO REGULATE MIGRATION 

Understanding Between Public and Private Sector Units 

3.1 Information collected from a few private sector under- 
takings indicated that the older undertakings amongst them, 
and especially those which employ certain kinds of technicians 
{e.g., chemical or mechanical engineers) are to some extent 
faced with the problem of ‘flight’. Some among them com- 
plain of a ‘flight’ to the public sector undertakings. But as 
in the case of the latter, the problem up to now has not 
affected any undertakings so seriously as to affect their func- 
tioning to any significant extent. In the case of certain in- 
dustries, the most notable example being that of steel, or- 
ganised movement of experienced personnel from the older 
units in the private sector to the newer units in the public 
sector has been arranged. This has ensured that the need 
of the newer undertakings for experienced personnel has 
been satisfied to the extent that the older private undertakings 
could spare such personnel without upsetting the operation 
and growth of the latter, and without resulting in a competi- 
tive bidding up of pay-rates. Besides such organised trans- 
fers, personnel from the older undertakings, on then- own 
initiative, have sometimes tried to obtain jobs in the new 
public sector undertakings. But the understanding in the 
steel industry has been that no such requests are considered 
by any unit without the consent of the existing employer. 

3.2 Unlike as in the steel industry, there has been no 
such understanding between the older private sector under- 
takings in the oil industry and the newer public sector under- 
takings in that industry. There, because the public sector 
undertakings are new and require experienced . personnel, 
they have been offering good positions and salaries as an 
incentive for qualified and experienced personnel to leave the 
private sector undertakings and join them. To some extent, 
therefore, this gives an instance of ‘flight’ from the private to 
the public sector. We have already noted earlier a similar 
•tendency in regard to mining engineers in the coal industry. 
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Control Over Movement From Public to Private Sector Units 

3.3 As regards movement from public sector units to private 
sector units, a certain restraint on such movement has been 
exercised through the use of understandings and indirect 
pressure. In the case of the drugs and pharmaceuticals in- 
dustry, for example, an understanding seems to have now 
been arrived at, under which both public and some major 
private sector units have undertaken not to consider applica- 
tions from each other’s employees without the consent of the 
existing employer. In the case of Ordnance Factories, it 
seems that indirect pressure is brought to bear on some of 
the potential employers of qualified ordnance personnel 
and this has some effect as some of these employers have 
important contracts with the Ministry of Defence and they do 
not like to rub an important customer the wrong way. 

Planned Movement Within the Public Sector 

3.4 As regards the migration of persons from one public 
sector undertaking to another, we have already indicated 
earlier that there has been some planned migration, e.g,, 
from the Railways, the biggest public undertaking in the 
country. But as compared to the total number of higher 
engineering personnel employed by the Railways, the number 
made available by them to the new public undertakings is 
not very large. 

3.5 Chittaranjan and the Integral Coach Factory being parts 
of the Railway Organisation, higher technical personnel move 
to and from these units to other railway units. To 
a certain extent, especially in the early stages of these units, 
specially picked officers from the railways all over the country 
were posted at these units. The Posts and Telegraphs Work- 
shops are also manned at the higher technical and managerial 
levels by officers from the Telegraph Engineering Service. 
The Indian Telephone Industries, Hindustan Cables and now 
Hindustan Teleprinters have also drawn on the same service 
for their higher technical, and sometimes managerial, per- 
sonnel. The National Projects Construction Corporation has 
drawn upon Government services fora certain part of their 
requirements of civil engineers. Many other undertakings, ^ 
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especially during their construction stage, have obtained 
senior engineering personnel on deputation from various 
Government cadres. The Ordnance Factories have, in 
a few cases, lent their officers to pubUc undertakings. 
But the total number of technical personnel made available 
on deputation from various Government cadres to public 
undertakings has not been large, mainly because not many 
could be spared by their parent organisations as the tech- 
nical work in these has also been generally increasing. 

Understanding Among Public Sector Units About Migration 
3.6 Besides such arrangements, movement can take place 
at the individual’s owi initiative. The general understanding 
among public undertakings, reached as a result of a directive 
from the Govermnent of India, has been that no applications 
from employees of the Central or State Governments, or any 
other semi-Government organisations including public 
undertakings, should be entertained or negotiations entered 
into with them unless the existing employer organisation 
has given its consent. Before any person who is known to 
be an ex-employee of Government or a public enterprise is 
appointed, the policy is to enquire from the original emplo- 
yer organisation whether the man is suitable and whether 
there is any objection to employing him. This latter policy 
has been introduced to get over the difficulty caused by a 
number of cases where, in order to get over the difficulty 
regarding non-forwarding of applications by their original 
employer organisations, employees have resigned from their 
jobs and then secured employment in other public sector 
organisations. The tightening of procedure on the lines 
indicated above has probably prevented migration in some 
cases. But it has not been possible to ensure that all public 
sector undertakings, not only in letter but also in spirit, 
observe this procedure. Organisations which are badly 
in need of experienced personnel and find their progress blo- 
cked because of the lack of such personnel do tend to connive 
at individuals who, in order to better their prospects, want 
to resign from a job in another public sector organisation and 
join them. An unofficial offer may be made; this can and 
' does especially happen in the case of skilled workers or 
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junior supervisory staff where the elaborate procedure of 
enquiry into previous employrnent etc. cannot be expected 
to be followed. State Governments and the undertakings 
under them sometimes prefer not to observe this procedure ; 
this helps them readily to obtain experienced and well- 
trained staff so that their projects can go ahead rapidly. 
One comes across a number of such cases where Central 
Government undertakings have lost qualified personnel in 
key positions to State Government undertakings or depart- 
ments and they have been helpless to prevent it . In the case 
of higher level personnel, such unauthorised movement as 
between Central Government undertakings is becoming 
rare But then, if a person finds that his chances are being 
blocked as a result of his being an employee of a public 
sector undertaking, he sometimes prefers to take the first 
opportunity to join a private sector undertaking; from there 
he can join a new job in another public sector undertaking 
without much difficulty. 

Government Directive About Forwarding of Applications 

3.7 In order to ensure a fair deal to the employees of public 
sector undertakings, the Government of India (Ministry of 
Home Affairs) had advised all employing organisations under 
its control that forwarding of applications should be the 
rule rather than the exception;^ and even in the case of per- 
manent employees, applications for outside posts should be 
permitted once a year. The discretion of withholding an 
application on the grounds of public interest should be used 
with judgment and not mechanically. The administrative 
authority should try to hold the balance even between the 
interests of the parent office and the desire of the individual 
to better his prospects. 

Actual Practice Regarding Forwarding of Applications 

3.8 Our enquiries revealed that this directive of Government 
has not been accepted in practice by all public sector under- 
takings. There are some undertakings, including some 

1 . Government of India, Ministry of Home Affairs, O.M. No. 70/10/60- 
Ests (A) dated May 9, 1960. 
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departmental ones, which have not changed their policy of 
withholding applications in most cases; they justify this by 
pointing out that already they are in difficulties about 
securing a sufficient nximber of qualified personnel and there- 
fore cannot afford to let go the personnel that they have. 
Enterprises like Ordnance factories, Sindri Fertilisers, 
D.V.C. and Hindustan Aircraft, generally do not forward ap- 
plications of their employees. In Hindustan Machine Tools, 
the policy is to forward applications only if the employee 
is blocked for long in promotions or is considered unsuitable 
for promotions. Otherwise he is informed about the oppor- 
tunities he is likely to have and the application is withheld. 
In Bharat Electronics, the policy is not to forward applications 
of persons who are technically valuable to the concern. 
In Hindustan Cables, the policy is that no applications are 
forwarded within three years of an employee’s joining the 
concern, and within three years from the time he obtains a 
promotion. Otherwise an application is forwarded not more 
than once a year in the case of each employee. 

3.9 The policy of not forwarding applications reduces 
migration to some extent, though we came across a number 
of instances where employees had resigned and left the or- 
ganisation and then joined other concerns. It is difficult 
to stop informal consultations when the employee as well as 
the prospective employer are interested parties and where 
the prospective job is quite substantially superior in emo- 
luments and prospects. Discretionary powers regarding 
forwarding of applications only lead to various kinds of 
pressure being brought to bear on superior officers; blanket 
refusals lead to dissatisfaction due to a widespread feeling' — 
sometimes quite unjustified — ^that the person could have been 
in a much better position if his application had been forwar- 
ded. Anyway, refusal to forward applications has not hin- 
dered those employees who really wanted to look for better 
jobs from doing so. AH that happens is that the more straight- 
forward employee, or one who has no contacts in other 
enterprises, suffers ; and if the parent enterprise really insists 
on another public enterprise not taking up its employees 
" who have resigned, some good employees instead of remaining 
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in the public sector are lost to the private sector. As indi- 
cated earlier, only in a few fields is there any understanding 
between public and private sector undertakings about not 
taking away each other’s employees. 



PART II 


FACTORS RESPONSIBLE FOR THE 

'flight’ 





IV. IMBALANCE BETWEEN SUPPLY AND DEMAND 


Shortage of Engineers 

4.1 The basic cause of the tendency towards a movement 
of technical personnel from one employment to another has 
been that the supply of technically trained and experienced 
personnel has not kept pace with the increase in demand for 
them resulting from the industrial and economic expansion 
in the country, especially from the beginning of the Second 
Plan. The general phenomenon is well known and it is 
unnecessary for us to dwell at greater length on this problem.^ 
While efforts have been made in the last few years to reduce 
this imbalance between demand and supply, they have not 
been fully successful and demand continues to exceed supply 
in the case of gualified engineers . Inevitably, ‘ ‘when demand 
for personnel exceeds supply, competition sets in among 
prospective employers to secure the services of available 
men who tend to move from job to job at a rate that some- 
times hampers the execution of projects”.*^ 

Shortage of Experienced Personnel 

4.2 Attention may be briefly drawn to specific kinds of im- 
balance between demand and supply which create a situation 
favourable to ‘flight’. While the number of fresh engineer- 
ing graduates has been increasing fairly rapidly so that, dur- 
ing the Second Plan period as a whole, the shortage was esti- 
mated to be only of about 3000 graduates,® the number of 
those with some years of operational experience behind them 
could not increase quickly; and many of the schemes of 
industrial expansion, whether they were in the nature of ex- 
pansion of old units or of establishment of new units— -and 

1 . In this connection, see, Government of I adia. Planning Commission— 
(i) Report of the Engineering Personnel Committee, 1956; (ii) Second 
Five Year Plan, Ch, VlII; (iii) Third Five Year Plan, Ch. XI; and also the 
various studies prepared by the Perspective Planning Division of the Piann- 
ing Commission. 

2. Report of the Engineering Personnel Committee, op, clt,., p, 32. 

3. Third Five Year Plan, p. 1?2. 
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especially the latter — reqxiired for filling up their middle 
and higher management positions persons of that kind. 
No new plant could be established and operated properly 
without at least a basic complement of experienced engineers. 
To the extent that such persons could not be obtained through 
some agreement between older and newer undertakings, the 
latter could only secure their services through luring them 
away from existing concerns. This inevitably created the 
problem of ‘flight’. Experienced personnel were required 
not only from the category of engineering graduates but also 
from among diploma-holders who provide the bulk 
of the middle level personnel in industry; but the shortage 
of raw diploma -holders as well as that of experienced ones 
continued to be even larger than that in the case of engin- 
eering graduates. 

Shortage of Specialised Engineers 

4.3 Another factor that has been important in this connection 
is that certain kinds of technical work had not previously 
developed very much in India; there were very few enter- 
prises in such fields and therefore the number of persons 
who had experience of such work was naturally small. 
But the type of industrial exoansion that has been taking place 
in India has created a sudden spurt in the demand for this 
kind of experience. Construction experience regarding 
plant foundations and factory buildings, engineering design, 
erection, operation and maintenance of various kinds of com- 
plex, semi-automatic plants,— these can be cited as examples 
of this kind of experience. Industrial engineering was 
virtually unknown in India before the Second World War 
period. But now, with the large and complicated combina- 
tions of capital and labour required for big industrial units, 
it has become an essential requirement of industrial manage- 
ment. There has thus been a rapid increase in the demand 
for persons with some years’ experience of these kinds of 
work. Even among skilled workers, great demand has 
arisen for persons with skills and experience relating to, e.g., 
tool-room or foundry work. There is also the general in- 
crease in demand for persons who not only have operational 
knowledge and experience but also some experience of* 
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handling men, especially on the shop-floor. All this has re- 
sulted in a keen demand for technical personnel with some 
years’ operational experience; and this has helped the 
tendency towards ‘flight’. 

Regional Imbalance 

4.4 A further factor contributing to the tendency towards 
‘flight’ has been that industrial expansion and the growth 
in numbers of technically qualified personnel have not always 
been balanced regionwise. The Engineering Personnel 
Committee had attempted to make an estimate of the regional 
balance of supply and demand.* In our investigation we 
came across cases where migration of some technical perso- 
nnel had taken place because these persons, employed in 
other than their home regions, found that industrial expansion 
was nov/ taking place in their own regions and they could 
easily find equally good if not better employment oppor- 
tunities there. Some of them then prefer to return to their 
home regions. This tendency is further supported by the em- 
phasis that many State Governments are placing on a policy 
of preference in employment to ‘sons of the soil’. This ap- 
proach is increasingly, though not always willingly, accepted 
by undertakings both in the private and the public sectors. 
Naturally therefore qualified and experienced persons coming 
froin the region concerned are welcomed by these enterprises 
and therefore they have an incentive to migrate. 

Effects of Indianisation 

4.5 Another factor that may be mentioned in this connection 
is the emphasis on Tndianisation’. In the case of foreign- 
based firms, the Government of India has been pressing for 
a reduction in the number of foreign personnel; and the 
percentage of such personnel is rapidly declining.® While 

4. op. cit.^ para. 16. 

' 5. The employment in salary groups below Rs. 1000 p.m. had been 
completely Indianised by 1955. In the case of the salary groups above 
Rs. 1000 p.rn., the proportion of Indians in those firms had increased from 
7,9% in 1947 to over 70% in 1961. The percentage share of Indians on 
January 1, 1961 in some of the important industries was as follows: public 
utility co.s. — 67.7%; oil co.s. — 86.5%; chemicals and allied trades — 

84.5 coal— 78.1%; machinery equipment, engineering, etc,— 75.8^',^ 
iFortnightly Revienf February 1, 1962, p. 5), 



30 Factors Responsible for the ‘Flight* 

this would normally mean greater chances of promotion to 
the qualified personnel developed within the particular under- 
taking, to some extent it is also likely to create a demand 
for experienced personnel in the open market. Moreover, 
rapid promotions to persons in these organisations encourage 
persons in other organisations to try to secure jobs in them. 
In Public Enterprises, the approach has been to provide a 
fairly senior and competent understudy to every foreigner 
appointed for a specialised job so as to be able to dispense 
with the services of the foreigner as early as possible. 

Planned Recruitment and Training 

4.6 Because of the fact that engineering graduates as well 
as diploma-holders do not have much opportunity for prac- 
tical operational experience while they are studying, and also 
because many of the new enterprises that are developing in 
India require knowledge and experience not very much known 
here up to now, many newly-developing enterprises have 
had to make elaborate arrangements for the training of such 
personnel. For adequately manning operational and lower 
supervisory positions, persons with some scientific training 
(I.Sc. or B.Sc.) have also been recruited and trained by many 
enterprises. Major enterprises under the Government of 
India like the D.V.C., Hindustan Machine Tools, Indian 
Telephone Industries, Hindustan Aircraft, Bharat Electro- 
nics, Sindri Fertilisers, Hindustan Steel, Heavy Engineering, 
Heavy Electricals and National Coal Development Cor- 
poration have made elaborate arrangements for advance 
recruitment and training for the large number of technical 
personnel required by them. Special traim'ng schools have 
been opened in India and, under various schemes, personnel 
have been sent abroad for training wherever necessary. As 
all the personnel required could not be recruited and trained 
at one time, recruitment and training has had to be arranged 
in several batches and it has not been unusual for some per- 
sonnel required for operational work to be available for work 
much in advance of the actual commencement of operations. 
Though attempts have always been made to make some use 
of such personnel in the intervening period, they have not 
always been utilised fully enough in this period to justify 
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their salaries. But this could not be helped. All these arrange- 
ments have led to a great deal of expenditure and this has been 
borne willingly because of the realisation that without such 
arrangements, it will not be possible to have the personnel 
in position v/hen required. The shortage of . personnel has 
been much reduced as a result of this kind of planned re- 
cruitment and training programmes undertaken by major 
public sector units under the Government of India. 

Effects of Lack of Advance Planning 

4.7 Some private sector units have also adopted similar 
policies. But there are others— -both in the public and private 
sectors — who have not. The lack of forethought and ad- 
vance planning or the reluctance to spend on recruitment and 
training of personnel in advance of actual requirements have 
marked the policies of such undertakings. Naturally there- 
fore when they reach the stage when personnel is needed, 
the only course open to them is to lure away trained 
personnel from other units. To cover up their failure 
to plan for their personnel requirements in advance, they do 
not mind paying higher salaries; for then they expect to 
get personnel already trained and to some extent experienced 
and proved . This has been an important reason for the lack 
of balance between supply and demand of technical per- 
sonnel and therefore for the tendency towards ‘flight’. 

4.8 To give one pertinent example, the D.V.C.’s Bokaro 
Thermal Power Station was the first large thermal unit in 
the country. The D.V.C. had trained a number of persons 
for its own requirements in the operation and maintenance 
of thermal plants. With some new thermal projects coming 
up in various States, D.V.C. found that its officers were being 
lured away. It was difficult to prevent this exodus because 
they resigned and left. The other power plant authorities 
being badly in need of men, did not mind D.V.C. personnel 
applying to them without informing the D.V.C. ; some of 
them even came to an informal understanding with such 
personnel about employing them when they had resigned. 
Che Government of India, in consultation with the D.V.C., 
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has now formulated a scheme for the training under the 
D.V.C. of personnel required for thermal power stations 
under other public authorities ; it has advised all undertakings 
that they “should plan ahead their operational needs so that 
recruitment, appointment and training can be completed 
before the men concerned are placed in ‘duty posts’. This 
will facilitate the making up of deficiencies in their training 
or experience through their being attached to ‘going con- 
cerns’ such as the D.V.C.”.® To the extent to which this 
advice is followed by all the units, the scarcity and the 
‘flight’ will decline. It is obvious, however, that this has 
been a major factor affecting the situation up to now. 
Moreover, there is little that the Government has been 
able to do to ensure that private sector units also adopt a 
similar policy. 

Effect of "Grouping’' of Similar Units 

4.9 A major advantage that is likely to follow from the re- 
cently adopted policy of grouping similar public sector units 
under one organisation, as in the case of the Fertiliser Cor- 
poration or Hindustan Steel, and entrusting to such a group 
the task of setting up new units in that fine is that the require- 
ments of trained and experienced personnel can be met in 
a planned way without upsetting existing organisations. 
Because the Fertiliser unit at Nangal was set up independently 
of Sindri Fertilisers, a number of problems arose about the 
training and supply of experienced personnel by Sindri for 
the benefit of Nangal. But if the old and the new units are 
under a common higher management, the problem of ade- 
quately staffing the new unit at various levels can be more 
smoothly handled. Not only will formal and operational 
training of raw apprentices be organised by the older unit ; 
in order to make available more senior and experienced per- 
sonnel for the new unit, a plan for developing such personnel 
can also be formulated in advance and a good complement 
of persons made available to the new unit. The common 
management at the top will be able to see to it that the 

6. Government of India, Ministry of Irrigation and Power, No. Bud. 
14(5)/61 dated April 4, 1961, addressed to all State Govermnents etc. • 
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interests of the old as well as the new units are fairly consider- 
ed. Creating supernumerary posts may not prove a very 
intractable problem under such conditions and therefore the 
supply of personnel can be planned properly to meet the 
expected demand. 




V. SEARCH FOR SECURITY 


Construction Engineers 

5.1 An important reason for the tendency towards ‘flight’ 
of technical personnel engaged in various public projects, 
on construction work is their search for security. Cons- 
truction work is, by its very nature, temporary in character. 
Personnel engaged in such work are therefore employed on 
a temporary or contract basis. It is quite natural that they 
begin to look for alternative employment some time ahead 
of the actual completion of the construction work. More- 
over, a significant number among those who join public 
sector projects for construction work seem to aim at securing 
a permanent job under Government. This has the attraction 
of a pensionable service in addition to permanency and a 
certain traditional status. But ordinarily the maximum age 
for entry into Government service is, even in the case of 
engineering services, normally not higher than 30. There- 
fore, construction personnel, when they find an opportu- 
nity, want to quit service under a project and join service 
under the Central or State Governments. The D.V.C. when 
it found that this was a major reason why many of its young 
engineer-employees wanted to quit and join the service of 
some of the State Governments, had proposed that in the 
case of persons serving under the D.V.C. the maximum age 
of entry into Government service should be raised by the 
number of years for which the person had served the DiV.C. 
But this suggestion was not accepted by Government. 

Prospects of Re-employment 

5.2 Leaving aside the question of entry into Government 
service, the possibility that service may terminate after a few 
years when the construction phase is over is bound to encou- 
rage construction engineers to look for other jobs. It is 
true that, faced with this problem. Government authorities 
have held out the promise that maximum efforts would be 
made to re-employ in other projects the personnel that would , 
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be released. This was done, for example, regarding the 
D.V.C. and the Government promised’- assistance to all 
surplus personnel, and not only engineers, in obtaining al- 
ternative employment. But this type of promise may not 
prove adequate and it did not prevent the flight of D.V.C. 
engineers. Persons were not sure about the type of alter- 
native employment that would be offered to them, the place 
where they would have to go, the salary that they would 
be offered and their seniority and status in the alternative 
employment. No promise was held out to them about pro- 
tecting the pay and seniority that they had attained in their 
existing employment. They also would have felt that their 
bargaining power would be much weakened once, with the 
completion of construction, their employment was at an end. 

5.3 Similar problems have been faced by other projects also 
in regard to their construction personnel. In the case of 
Hindustan Steel, as mentioned earlier, there has been a long 
gap between the completion of construction work at Bhilai, 
and the starting of further construction work either for the 
expansion of existing plants or for the new steel plant. There- 
fore, such of the construction engineers as could not be, 
or were not interested in being, absorbed as maintenance 
engineers have tended to quit as soon as they could secure an 
outside job. In some other projects also the experience has 
been that it is not possible to prevent migration when the end 
of the construction phase begins to come in sight. Of 
course, in the case of most projects in the public sector, the 
Third Plan envisages further construction either by way of 
expansion of existing plants or the setting up of new ones. 
But firm decisions about the new projects have not been 
always reached in good time to remove this uncertainty. 
Failing this, the project authorities have not been able 
to make firm offers of extension of contracts or permanent 
service well in advance of the completion of the construction 
phase. This has resulted in the demoralisation of the staff 
and has been an important factor responsible for the 
‘flight’. 


1 . Statement by the Minister for Irrigation and Power in the Lok Sablia, 
May 3, 1956. 
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’’Temporary Employment 

5.4 One other point that may be mentioned in this connec- 
tion is the tendency among many undertakings, especially 
departmental ones, to have a large number of posts continued 
on a temporary basis from year to year. This naturally 
leads to a feeling of uncertainty and frustration. The large 
number of temporary posts seems to have been an important 
reason for defections of technical personnel from Ordnance 
factories. Similarly in the case of the National Projects 
Construction Corporation also, it was pointed out to us 
that one major reason for the non-availability of qualified 
personnel as well as their migi-ation is that most staff is treated 
as temporary. In many other new public undertakings also 
it seems that it takes a long time before firm decisions about 
permanent staff complements are taken and personnel is 
confirmed. While people know that most of the personnel 
employed is bound to be retained and confirmed in course 
of time, the fact that it is not actually confirmed for long does 
create a feeling of uncertainty. Moreover, employment on 
a temporary basis also involves certain handicaps. All this 
seems to have an adverse effect on the continuance of per- 
sonnel in public undertakings. 



VI. DISPARITIES IN PAY SCALES AND OTHER 
BENEFITS 

6. 1 It is generally known that disparities in pay scales cons- 
titute one of the most important factors responsible for the 
tendency towards ‘flight’. A detailed examination of the 
relative pay scales of technical personnel at various levels in 
different undertakings would require a comprehensive study 
of the nature of the various jobs, the essential qualifications 
for the personnel required, the qualifications of personnel 
at the moment holding the jobs and various other related 
problems. The limits that we adopted at the very beginning 
of this study regarding its nature and scopeprecludedusfrom 
conducting such an examination. The resources at our 
disposal and also the time at our command, precluded such 
an enquiry. Therefore, in the following observations we 
confine ourselves to the broad features of the pay scales pro- 
blem, in as much as it affects the availability or retention of 
technical personnel in public undertakings. 

Basic Scales 

6.2 In public enterprises, whether departmental or corporate 
in form, we find that the large majority of technical personnel 
in the supervisory categories and above are granted pay 
scales which are similar to the standard pay scales adop- 
ted for technical services in Government. In a few cases, 
the pay scales adopted by Government for the Industrial 
Management Pool have been used for certain categories of 
technical personnel. The real differences, as amongst diffe- 
rent enterprises in the public sector, quite obviously arise 
not because of the use of different pay scales as such but 
because of the adoption of the same scales for different levels 
of personnel. 

Apprentice Stipends 

6.3 There is however one case where the actual remunera- 
tion varies; and that is about the stipends given to different 
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kinds of apprentices during their training period. As 
mentioned earlier, the practice of recruiting apprentice- 
trainees from amongst engineering graduates, science gradua- 
tes and persons educated up to various other lower levels 
is increasingly in use in many undertakings, public as well as 
private. But the stipends offered by different enterprises 
vary considerably. For example, fresh engineering gradua- 
tes get a stipend which varies from Rs. 150 p.m. in some 
Bangalore-located public enterprises to Rs. 250 p.m. in 
Flindustan Steel and Heavy Engineering Corporation. The 
further increases during the training period and the scale of 
the post in which, on successful completion of training which 
usually lasts about two years, the trainees are absorbed also 
vary significantly. In the second year of training, they get 
a rise of Rs. 20 in some enterprises to Rs. 50 in some 
others. The scale of the first posting similarly varies from 
Rs. 250-460 in some cases to Rs. 350-850 in some others. 
The situation is even more curious when one considers private 
undertakirigs. In the case of two concerns managed by the 
same business group, we found that in one, the apprentice- 
ship stipend is Rs. 219 p.m. (inclusive of D.A.) while in 
the other it is Rs. 300 p.m. in the first year and Rs. 350 
in the second year. The scale on first postings is Rs. 250 
500 in the first coilcern and Rs. 505-810 in the other concern. 
In some important foreign-controlled firms, the pay during 
training is about Rs. 500 p.m. and the initial pay on first 
posting about Rs. 700 p.m. in the case of persons taken in 
what is sometimes called ‘covenanted’ service. A further 
point to be noted here is that as the demand for engineering 
graduates has increased, concerns both in the public and the 
private sectors have had to increase the stipends that they 
offer in order to attract the right kind of persons in the num- 
bers required. Concerns which have not revised their sti- 
pends upwards have had to face difficulties in their recruit- 
ment of apprentices, especially of engineering graduates. 
One of the Bangalore-located concerns, for example, has 
had to face difficulties in attracting graduate apprentices on 
its current stipend. In 1961 , in response to its advertisement, 
186 applications were received, 85 of them turned up for 
interview and test, and out of the 23 that were selected only 
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three joined. In the case of another Bangalore-located 
project the response to their apprenticeship programme was 
originally poor— -when the stipend was Rs. 150 p.m; then the 
stipend was substantially increased so as to attract more 
apprentices. 

Old and New Units — Fertilisers 

6.4 As a general rule, we find that pay scales adopted for 
similar categories are lower in the older enterprises as com- 
pared to the newer ones. This is generally true of public 
undertakings, and more particularly of departmental ones. 
This is because their salary plans tend to be rigid and are not 
adjusted every few years to meet changing conditions as those 
in private undertakings are. Naturally this leads to a 
tendency for personnel to migrate towards new undertak- 
ings. One significant example is provided by the pay 
scales in the three fertiliser units at Sindri (before its integra- 
tion into the Fertiliser Corporation of India), Nangal and 
Rourkela. Sindri was established over ten years ago and 
was one of the first major public sector undertakings to be 
established in the country. The scales of pay were then 
established broadly on the basis of the scales prevalent in 
technical services under Government, as in Ordnance fac- 
tories, and the scales were probably not unattractive at that 
time. But then they remained at those levels up to 1960, 
almost unchanged. When the unit at Nangal was being 
established some years after Sindri, the management felt 
that if they were to attract good personnel they should offer 
scales somewhat superior to those prevalent at Sindri. When 
they did this, the Sindri management got annoyed^ because 
their employees began to clamour for a salary rise which 
for various reasons they did not find it possible to grant. 
Their employees than began to feel dissatisfied and tried 
when they could to shift to Nangal. With the establishment 
of the Fertiliser Corporation of India, in which the Sindri 


I . The annoyance of the management at Sindri is indicated by the fact 
that it first refused to train Nangal personnel at Sindri ; and a compromise was 
•arrived at under which, for the personnel that was being sent to Sindri for 
training, the higher scales were kept in abeyance, A part of this history kis 
been repeated in the case of the F.C.I. and the Rourkela Fertiliser project* 
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and Nangal units were merged together with others, a uni- 
form salary plan has been adopted. But now a new prob- 
lem has arisen as a result of the fertiliser project that is being, 
established at Rourkela under the control of Hindustan 
Steel. The scales of pay for technical personnel in tliis 
project are significantly higher than those prevalent in the 
Fertiliser Corporation; and the Corporation people find 
this specially disturbing as they are providing technical 
assistance and collaboration in the design, construction as 
well as in training personnel for the project. The Rourkela 
Fertiliser project scales are related to the scales generally 
adopted by Hindustan Steel for the technical personnel in 
all the public sector steel plants; and these latter have had to 
be mainly based on the scales prevalent in the older steel 
plants in the private sector like the TISCo and the IISCo. 
The H i n dustan Steel management feels that it cannot adopt 
different scales for similar kinds of employees just because 
some are working on the steel side and some on the fertiliser 
side. But the net result is that there is great pressure from 
the employees of the Fertiliser Corporation to be permitted 
to try for jobs at Rourkela. 

Old and New Units — Other Cases 

6.5 Comparisons between other old and new undertakings 
in the public sector indicate similar problems. Ordnance 
Factories,® one of the oldest groups of industrial units in 
the public sector, had till recently very few posts carrying 
pay scales exceeding Rs. 1600. Posts carrying relatively 
equal responsibility and requiring similar qualifications and 
experience were put at substantially higher scales in the new 
public undertakings. This has led to considerable exodus 
of qualified and experienced personnel from Ordnance 
factories which could not be stopped by any coercive mea- 
sures. The Government has therefore recently revised up- 
wards the scales of pay in Ordnance factories and sanctioned 
a number of posts in higher pay scales. Similarly, the 

2. See : Report of the Cominission of Enquiry on Emoluments and 
Conditions of Service of Central Government Employees, 1957-59, (hereafter 
referred to as the Second Pay Cominission), pp. 1 65-66, Tables 11 &in. 



Disparities in Pay Scales and Other Benefits 41 

Damodar Valley Corporation’s pay scales are found to be 
lower than those in the newer undertakings; for example, an 
engineering graduate has to start in the D.V.C. as an Assis- 
tant Engineer on Rs. 200 p.m. In many new enterprises as 
well as in Government engineering services, the starting 
salary of a first class graduate in engineering is much higher.- 
The D.V.C. has therefore to accept less capable persons and 
even these tend to quit as soon as they can. But due to a 
number of reasons the D.V.C. has not found it possible 
to revise its scales. The tendency of its personnel to migrate^ 
cannot therefore be checked. 

Special Factors Limiting Pay Scales — Chittaranjan 

6.6 In the case of some public undertakings, certain circum- 
stances, somew'hat adventitious in character, limit the salary 
scales prescribed. For example, Chittaranjan being treated 
as an integral unit of the Railway Organisation, the scales of 
pay there have to be the same as on the Railways generally, 
the main difference being that when an officer from other 
Railway administrations is selected for posting at Chittaran- 
jan he is given three advance increments. Certain posts at 
Chittaranjan carry a special pay in addition to the pay 
prescribed for that post all over the Railway system; e.g., a 
foreman at Chittaranjan gets Rs. 150 p.m. in addition to his 
grade pay. But the type of work done at Chittaranjan is not 
done in any other railway workshops ; therefore the personnel 
there either have to be better skilled and qualified when join- 
ing or they acquire better skills and experience as they work 
there and thus significantly improve their market value. 
The technical head at Chittaranjan is the Chief Mechanical 
Engineer in the normal railway grade of Rs. 1800-2250; he 
is assisted by three Deputies in the grade of Rs. 1300-1600. 
But persons w'ho prove successful at Chittaranjan in these 
important jobs have a much greater market value; such jobs 
are much better paid both in corporate public undertakings 
and in private undertakings. The management is hard put 
to maintain their good personnel who are always getting 
lucrative offers from other concerns and who find that per- 
«ons doing similar work elsewhere even in the public sector 
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are able to draw much higher pay. As compared to 
Hindustan Steel, for example, which has adopted intermedia- 
te scales like Rs. 1000-1400, and Rs. 800-1200, the grade 
next to Rs. 1300-1600 in Chittaranjan is Rs. 600-1150® and 
posts like Works Manager, Production Engineer, etc. are 
all put on this scale. Because of the tie-up with line railways, 
a flexible policy regarding scales to suit the requirements of 
a production organisation has not been adopted at Chittaran- 
jan. This affects the potential retention of personnel 
who get production experience as well as the availability of 
good personnel through direct recruitment when required. 
For example, a foreman had to be recruited for the foundry 
which is an important part of the development programme; 
but the scale offered was the same as that for foremen gene- 
rally — ^Rs. 370-475. The demand for good persons with 
foundry experience is so great that private firms offer much 
higher salaries for such jobs. Even in Hindustan Steel, the 
scale for General Foreman (Foundry) is Rs. 1000-1400 and 
that for Foreman (Foundry) is Rs. 600-1000. Obviously 
it was not found possible to recruit a first-rate man for this 
work on the scale offered. Similarly an advertisement for a 
Senior Draughtsman on Rs. 260-350, for which post an 
engineering graduate or diploma-holder with five years’ 
experience was required, did not result in any suitable appli- 
cations. The qualifications prescribed were then reduced 
because it is difficult to change the scales except on an all- 
India level. Two of the recent cases of defection from 
Chittaranjan have been in the category of Production En- 
gineers who, as mentioned earlier, are in the scale of 
Rs. 600-1 1 50. Production or industrial engineers, especially 
those with experience of working in a large modern under- 
taking, are so scarce that other concerns are ready to pay 
more for obtaining such persons. Hindustan Steel, for 
example, has posts in the scale of Rs. 1600-2000, Rs. 1300- 
1600 and Rs. 1000-1400 in addition to Rs. 600-1000 and 
Rs. 350-850 for this category. The lack of such posts in 
Chittaranjan has made it difficult for the management to 


3. Scale prevalent before the implementation of the Second Pay Com- 

mission’s recommendations. 
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retain experienced production engineers. One of those who 
left was drawing Rs. 1060 p.m. at the time of leaving; his 
remuneration in the private firm that he has joined is said to 
be more than double of this. But even the C.M.E. gets no 
more than Rs. 1800-2250 at Chittaranjan. 

Indian Telephone Industries 

6.7 Though the Indian Telephone Industries has been set up 
as a Government company, its top-officials have throughout 
its history been officers belonging to the P. & T. Department 
sent on deputation. The Managing Director and his prin- 
cipal technical assistants generally belong to the Telegraph 
Engineering Service and, when working at I.T.T., receive 
their grade pay plus a deputation allowance of 20%. This 
seems to have provided some sort of a ceiling on the salary 
scales prescribed for all the other technical officers in the 
I.T.I. While the scales of pay prescribed for all personnel 
up to junior supervisory levels are similar to those prevailing 
in Hindustan Aircraft and Bharat Electronics, also situated in 
Bangalore, such is not the case regarding higher level posts. 
This has led to some difficulty in retaining experienced per- 
sonnel, though the policy of not forwarding applications 
has restrained migration to some extent. In the last few 
years, from five to seven experienced officers have left the 
company’s service every year and the number, it is thought, 
would be much greater if applications had been forwarded 
and if there was no strict understanding among the public 
undertakings in Bangalore not to employ personnel re- 
signing from any of these units without the consent of the 
original employer. Even so, there have been cases of per- 
sons from I.T.I. first resigning to go to a private concern 
and then going to another public sector unit in Bangalore 
on a still higher scale within a short time. There have also 
been cases of persons resigning from here and joining other 
public enterprises like Heavy Electricals— and sometimes 
they have been able to obtain an increase of even 100% in 
their emoluments as a result of the change. Private enter- 
prise engineering industry is also rapidly expanding in this 
region and the officers resigning from I.T.I. and joining them 
’ are able to secure a similar increase in emoluments. It 
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was felt up to now that pay scales could be lower in Ban- 
galore as compared to other parts of the country; there are 
a number of qualified people coming from this locality and 
because of a number of reasons, they prefer to stay in Banga- 
lore even if the salary is lower. But now that private enter- 
prise industries are expanding, and increasing demand for 
qualified and experienced personnel is leading them to offer 
higher scales, it is becoming more and more difficult for pub- 
lic sector units in Bangalore to maintain their present scales 
without a constant threat of loss of good personnel. More- 
over, more of the young engineers are getting to be mobility- 
minded and do not mind going to other regions if they can 
thus secure a substantial increase in emoluments. A methods 
engineer from I.T.I., in the scale of Rs. 600-1000, recently 
left to join a private firm on a starting salary of about 
Rs. 1 300 ; moreover, he took along with him a number of 
his subordinates a.nd tool-ma.kers. 

6.8 The lower pay scales in I.T.I. also affect recruitment 
and a number of posts remain vacant for long periods be- 
cause of non-availability of suitable recruits. Mechanical 
engineers of the required quality do not become available; 
so also draughtsmen, tracers, etc. The difficulty about secur- 
ing good graduates in telecommunications engineering the 
I.T.I. shares with the P. & T. Department generally. The 
difficulty seems to be that, with the restricted employment 
market for them, and the poor pay scales and promotion 
opportunities, good students do not go in for telecommuni- 
cations engineering. The I.T.I. has attempted to meet this 
difficulty by recruiting science graduates and training them. 
This has eased the situation to some extent. But probably 
the long-term solution to the problem would lie in following: 
the policy pursued by Hindustan Aircraft regarding aero- 
nautical engineers. Because there is no demand for aero- 
nautical engineers from any other units in the country, it 
was observed that good students do not join the aeronautics 
course. So the H.A.L. has provided stipendiary scholarships 
at the Indian Institute of Science for good students doing the 
aeronautics course; employment to them in H.A.L. is virtu- 
ally guaranteed if they successfully complete the course; and 
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the career prospects for them have been recently made suffi- 
ciently good to ensure that good candidates are attracted 
to this line. 

P. & T. Workshops 

6.9 Another example of the scales of pay of a production 
organisation being related to a large service organisation is 
that of the P. & T. Workshops. These workshops are only 
a small part of the total P. & T. organisation and the top 
staff of the workshops almost invariably belong to a general 
P. & T. service like the Telegraph Engineering Service. The 
pay scales of other personnel in the workshops naturally 
tend to be determined by the general scales applicable in 
the P. & T. Department. But the type of work that has to 
be done being different, the type of personnel required is 
also different and this leads to difficulties regarding recruiting 
and retaining good personnel. Direct recruitment is made 
at the levels of Assistant Foremen (Class III — Rs. 210-380) 
and Assistant Engineers (Class II — Rs. 350-900). The res- 
ponse to advertisements is poor. For example, in December 
1 959, 2 1 posts of Assistant Foremen were advertised ; but only 
19 applications were received. Therefore an advertisement 
was again issued in May 1960; 31 candidates applied and 
on the basis of a test, it was found that only seven of these 
were qualified for appointment. The recruitment of Assistant 
Engineers, which has to be done through the U.P.S.C., has 
similarly been found to be difficult. In November 1958, a 
requisition was placed on the U.P.S.C. for the recruitment 
of nine Assistant Engineers ; in October 1959, the U.P.S.C, 
recommended nine candidates. But of these only two joined, 
one in December 1959 and one in June 1960. Both resigned 
within a few months. Out of 34 Assistant Foremen rec- 
ruited in 1954-55, 16 had resigned by 1960. As against 
53 posts of Assistant Foremen that have been sanctioned, 
only 17 persons werein position ;*sim0arly against 14 posts 
of Foremen, only eight were in position and against 48 
posts of Assistant Engineers, only 43 were in position. The 
fact that the service is pensionable and the policy of not 
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forwarding any applications have restrained migration of 
more personnel. But there is a general feeling of dissatisfac- 
tion and demoralisation among the staff, some of whom feel 
that joining the service has been the major mistake of their 
life. Moreover, as indicated above, recruiting competent out- 
siders to replace those who retire or resign is becoming more 
and more difficult and the only persons available for appoint- 
ments are in many cases less competent employees from 
inside the unit who were not promoted earlier because of 
their lack of competence and qualifications. 

Use of Promotees Without Formal Qualifications 
6.10 Despite comparatively low pay scales, personnel may 
not be able to leave an organisation if the technical com- 
petence attained by them is likely to be of use only in that 
organisation or if, as a result of having no formal technical 
qualifications, their services are not much in demand outside 
their employing unit. This may happen when an enterprise 
pursues a policy of training a large number of persons who 
do not possess any formal technical qualifications in the type 
of technical work that is required to be done in that enter- 
prise. Hindustan Aircraft has been pursuing a policy of 
training persons with few formal qualifications and then 
gradually promoting them to fairly high positions — senior 
supervisory and even sometimes middle management levels. 
This has been an important factor in reducing the magnitude 
of the problem of migration which it might have faced. Of 
course there are limits to the extent to which practical train- 
ing and experience can equip a person for jobs at higher 
levels. At certain levels and for certain kinds of jobs, 
especially in industries where complex and highly refined 
techniques are increasingly required to be introduced, it may 
be increasingly essential to have persons with certain 
minimum formal qualifications. Both in Hindustan 
Aircraft and Air-India International, where also this system 
has been used for manning quite a large number of technical 
positions, some of the senior officials expressed the view that 
more attention will have to be given in the future to recruit- 
ing and developing on a large scale persons with formal 
education in engineering because only such persons are likely 
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to have the potentiality of handling increasingly complex, 
technological tasks. To the extent that this was to be done, 
the pay scales and prospects will have to be attractive enough 
to draw the best intellect and talent to these industries. 

Influence of Government Pay Scales 

6.11 Even in enterprises which are not departmental in form, 
or where the pay scales are not kept unduly low because of 
some peculiar circumstances as mentioned above, salary 
scales in Government services largely provide the pattern 
for their salary scales. The fact that in most cases their top- 
management is recruited from among Government servants, 
especially that the finance and accounts department is al- 
most in all cases headed by persons from Government finance 
or accounts departments, and the representation on the 
Board of the Ministry of Finance have both contributed to 
this result. Further, the appointments at the top are made by 
Government and the conditions of service are also prescribed 
by Government. The Government’s policy has been generally 
to limit the salary of the top official of a public enterprise 
to about Rs. 2750 — the salary of an Additional Secretary 
(non-I.C.S.) in the Government of India. This has provi- 
ded the ceiling for virtually all salaries in the public sector 
enterprises. There are exceptions, not only in respect of 
foreign personnel, but also in respect of some top level per- 
sonnel employed in, e.g., Hindustan Steel, where salaries 
equal to those drawn by these persons under their previous 
private sector employer have been given to them. But these 
are special cases, supposed to be temporary in character. 
Largely, the pay scales in enterprises are expected to be si- 
milar to those in Government services. 

6.12 To the extent that the pay scales in public sector cor- 
porate undertakings are on par with those in Government 
services, the real attraction of service under the former is 
bound to be less than that under the latter; because service 
under corporate undertakings does not carry many of the 
advantages of Government service. The service is not pen- 
sionable, and in most enterprises no provision even for pay- 
jnent of gratuity has yet been made. Not only pay scales but 
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even rates of tra.veliing and such other allowances in corpo- 
rate undertakings are similar to those in Government; but 
in Government hostels, rest-houses, etc., officials of under- 
takings do not enjoy the concessional rates of Government 
servants. Pensionable service, a.s indicated above, has to 
some extent helped units like Chittaramjan or the Ordnance 
factories to keep their personnel in spite of lower pa.y scales. 
But corporate undertakings, providing neither pension nor 
gratuity, are in a more vulnerable position if their pay scales 
are not attractive enough. 

Pay Scales in Private Cencerns 

6.1 3 The difficulties that are and will increasingly be faced 
by public sector undertakings regarding recruiting and re- 
taining the best technical talent in the country become more 
apparent when we take note of the pay scales provided in 
the better class of private sector undertakings. The best 
salaries in the private sector are paid by enterprises which 
are mainly foreign controlled. Concerns like the I.C.I., 
Burmah-SheU, Stanvac and Hindustan Lever base their 
salaries for what may be called ‘officer’ staff or management 
staff (which include the kind of technical officers with whose 
problems we are dealing in this study) on salaries broadly 
similar to those that they pay in their concerns abroad. 
They treat the personnel in their concerns in different corm^ 
tries as interchangeable and therefore have broadly a common 
salary pattern. Foreign personnel and Indian personnel, 
job for job, are paid the same salary except that foreign- 
based personnel also, in addition, obtain a foreign allowance. 
Naturally therefore they pay much more, job for job, than 
public undertakings. The starting salary of a first class 
engineer, if he is taken in the management cadre, is about 
Rs. 600-700 and the increments, especially in the early period, 
are large, between 5-10% of the basic salary. Even in a 
large Indian private concern like TISCo, a graduate appren- 
tice on absorption gets a starting salary of over Rs. 700 
(inclusive of D.A.). On the other hand, even in the better- 
paying public sector undertakings, as we have indicated, the 
starting salary of a graduate engineer cannot exceed 
Rs. 500 (inclusive of all allowances etc.). Moreover, in most 
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technical services, in the early stages of a young man’s 
career, he has a scale which gives him only biennial increments 
and even these are not very large— Rs. 30 or Rs. 40. The 
differences get to be larger at the higher levels. As men- 
tioned earlier, the General Manager of a large private en- 
gineering concern at present draws about Rs. 4500 p.m. 
If he had continued as a Railway Engineer, which he was 
before he resigned, at Chittaranjan or elsewhere, he would 
have only been a Chief Mechanical Ensineer in the scale of 
Rs. 1800-2250. 

Periodical Adjustment of Pay Scales 
6.14 A further point that needs to be noted in tliis connec- 
tion is that the better class of private undertakings follow 
a very flexible policy in regard to their salary-scales. They 
go on studying the trends in the employment market, periodi- 
cally conduct area-smweys and revise their salary-struc- 
ture every few years if necessary in order to see that they are 
able to attract and retain the best available talent. In the 
public sector undertakings, on the other hand, salary-scales 
tend to be rigid. While an enterprise that is being newly 
set up may be able to devise salary-scales that are suited to 
the then current conditions, adjusting the normal Govern- 
ment scales to various jobs in a manner which proves attrac- 
tive, upward revision of scales or changes in the horizontal 
or vertical structure of scales for different jobs become very 
difficult to accomplish later on. A general upward change 
is possible for all only when the Government accepts such a 
change as the result of an examination by a Pay Commission ; 
and even then upward change may be difficult to make in 
the case of higher paid jobs even though managements may 
be finding it difficult to attract and retain the best talent bn 
the existing terms. 

Other Monetary Benefits 

6.15 It is true that Government service being pensionable 
provides some compensation for lower pay. But service 
under corporate public enterprises is not pensionable. More- 
over, if the difference in salary is significantly large, the 
.prospect of receiving a pension after retirement does not 
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prove attractive. We have ahready had cases of persons 
resigning from technical services like Railways and Ordnance 
factories to join private concerns; at a younger age, a large 
increase in salary may prove much more attractive than the 
prospect of receiving a pension on retirement. Further, 
accumulation of a provident fund, with the employer contri- 
buting at the rate of about 8% of a much higher salary, can 
more than compensate for the lack of pension.® Some 
concerns, in addition, make provision for pensionary benefits 
also for their ‘covenanted’ staff. 

6.16 Moreover, in many private enterprises, a profit bonus 
is paid to all including the highest paid employees. A bonus 
equal to three or four months’ salary can make a substantial 
addition to income and this rate of bonus payment is not 
unusual. In public corporate undertakings, the ad hoc 
bonus that is sometimes paid is much smaller-— 1.|- months’ 
salary is the normal rate— and it is confined to persons 
whose pay does not exceed Rs. 500 p.m. 

Welfare Facilities 

6.17 It is sometimes said that other benefits like facilities for 
housing, education, health, recreation, etc. are provided much 
more in public than in private undertakings. This is partly 
so; in new enterprises like Chittaranjan, Sindri and the 
steel plants, these facilities have been generously provided. 
But we should not overlook the fact that the real additional 
benefit in this respect that the public sector enterprises pro- 
vide is enjoyed by the workers and low-paid staff generally. 
Large private undertakings provide many of these facilities, 
in one way or another, to their higher grade employees in a 
generous way even if they may not always be so generous to 
their lower paid staff. 

Security of Service 

6. 1 8 The security that goes with service in the public sector, 
whether in the Civil Service or in public enterprises, can be 
said to compensate to some extent for the lower salaries. 
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It needs, however, to be said that in a planned and rapidly 
growing economy, it is not likely that any enterprise will 
have to lay off personnel on a significant scale. Insecurity 
arising out of the varying fortunes of an enterprise will not 
therefore be much of a risk in. the case of large private under- 
takings. It would still be true that because of the public 
character of Government undertakings, a person can prob- 
ably feel more secure about his service prospects there than 
he would feel in a private concern. But security of this kind 
may be coveted at a high price only by persons who are un- 
certain about their capacity for work and accomplishment. 
A talented and technically competent person would feel 
confident that any employer, in pure self-interest, is bound to 
treat him fairly. 

Lower Pay in Public Sector Justified ? 

6. 19 In justification of lower pays at higher levels in Govern- 
ment it has been said, “Public Service, particularly at the 
higher levels, has its own rewards. There is the honour and 
the prestige . . . and there are opportunities for full and 
continuous use of talent, and for the exercise of influence 
in the shaping of public policies and programmes . . . 
Those who enter it are servants of the public, not of indivi- 
duals.”® This may be true of Government Service proper, 
but can hardly be said to be true in any special sense of 
service under industrial enterprises in the public sector. A 
person working in Hindustan Steel is not likely to feel that 
he is doing something very different from and superior to 
what his counterpart in Tata Steel is doing. It is possible 
of course that for certain kinds of experience and work, 
public sector enterprises may provide better opportunities 
and, to that extent, people may prefer to work in them rather 
than elsewhere. This point we shall further discuss later. 

6 . 20 Such data as we have been able to collect indicate that 
pay disparities are very large as between pubUc sector under- 
takings' and large modem private sector undertakings. The 
result" is that there is a great incentive for highly qualified 
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personnel either to join such private sector undertakings in 
the first place, or to migrate to them when an opportunity 
arises. While there are instances of persons from private 
sector undertakings migrating to public sector undertakings, 
especially when new large public sector undertakings are 
being established, public sector undertakings seem to be fac- 
ing a real potential threat of losing their best personnel to 
private sector undertakings. Hindustan Antibiotics, for 
example, is finding that a number of its trained operatives 
are leaving for much better paid jobs in private sector con- 
cerns, some of them foreign controlled, that are being estab- 
lished in the country. 

Similar Designations — Apparent and Real Pay Disparities 
6.21 The disparities that sometimes cause a feeling of dissa- 
tisfaction are found to be more apparent than real and arise 
due to the lack of standardisation regarding designations. 
Personnel in different undertakings carrying the same designa- 
tion may in reality be doing work which is vastly different in 
terms of qualifications, capacity and experience required and 
the responsibility involved. For example, the term ‘foreman’ 
is used for supervisory jobs at very different levels in different 
undertakings ; the scales vary from Rs. 140-200 in the Mysore 
Iron and Steel Works to Rs. 600-1000 in Hindustan Air- 
craft and Hindustan Steel. Similarly the scales for posts 
designated as ‘General Foreman’ vary fi'om Rs. 320-400 
in Neiveli Lignite Corporation to Rs. 1000-1400 in Hindustan 
Steel. Commg to higher levels, the scales of posts designated 
as Works Managers vary from Rs. 600-1150 in the Railways 
to Rs. 1800-2000 in Hindustan Antibiotics and Rs. 2000- 
2500 in Heavy Electricals. Posts of Design Engineers carry 
a scale of Rs. 600-1000 in Hindustan Steel and Rs. 1000-1400 
in National Coal Development Corporation. A number of 
such examples can be given. In such cases, where the dis- 
parity in pay scales is large, it is obvious that the similarity 
of designations cannot be taken to indicate a disparity in 
remuneration for similar work.’ It does however tend to 


7. In most such cases, the qualifications and experience prescribed for 
the posts are quite different and this indicates that the common designation 
is really misleading. For example, for the post of ‘General Foreman* 
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create confusion in the minds of employees and leads to a 
feeling of dissatisfaction which is not really justified. 

6.22 There arecases, however, where the difference in scales 
of pay is not so large as to indicate that similar designations 
are misleading but large enough to make the employees feel 
dissatisfied and eager to apply for posts with similar designa- 
tion in other undertakings. For example, the scale of ‘Metal- 
lurgists’ is Rs. 420-950 in Heavy Electricals, Rs. 600-1000 
in Hindustan Aircraft and Hindustan Steel, and Rs. 700- 
1300 in Chittaranjan Locomotive ¥/orks. The scale for 
Junior Industrial Engineers is Rs. 350-850 in the Fertiliser 
Corporation of India and Rs. 400-660 in Bharat Electronics. 
Ti e scale for Assistant Works Manager is Rs. 350-850 in 
Railways, Rs. 400-950 in National Instruments and Hindus- 
tan Cables, Rs. 500-800 in N.C.D.C. and Rs. 600-1000 in 
Hindustan Cables.® In such cases, it is not always certain 
that the differences in scales of remuneration are necessarily 
due to any significant differences in the nature of work in- 
volved and the type of person required for the post. It 
seems that in many such cases the differences in scales are 
adventitious in character. Such differences, like the other 
differences mentioned above, give rise to dissatisfaction and 
to attempts to apply to the undertakings where the scales are 
better. This can therefore be an important factor in en- 
couraging migration of personnel. Moreover, in this kind 
of situation, the qualifications and experience required being 
similar, it is difficult to resist the attempts at migration. 


at Neiveli even a diploma in engineering is not essential ; while for the 
'General Foreman’ at Hindustan Steel, a degree in engineering or its equiva- 
lent is an essential qualification, 

8, The qualifications prescribed for Assistant Works Manager arc: 
N.C.D.C. — Gipic ma or cegree in engineering and eight years’ experience in 
workshop practice including steel fabrication and/or holding responsible 
supervisory post for five years, Hindustan Cables — degree in engineering 
and experience in general engineering workshop practice ; at least five years’ 
"^practical experience in the field. 


VIL OPPORTUNITIES FOR ADVANCEMENT 

7.1 Adequate opportuiuties for advancement are very im- 
portant in determining the capacity of an organisation to 
retain its best talent. Advancement or promotion not only 
ensures that the talented employee gets positions carrying 
better remuneration but it also provides him psychological 
satisfaction due to his capacity being recognised and his being 
provided with greater responsibility and more challenging 
work. If an organisation cannot provide a proper ladder 
of advancement to its employees, the more dynamic and 
talented of its personnel are bound to feel dissatisfied and 
they would begin to look for outside openings. 

Difference in Old and New Undertakings 

7.2 The opportunities for advancement in any organisation 
depend on a number of factors. An old organisation is 
likely to provide less opportunities than a new one, unless it 
is expanding very rapidly. An organisation that is being 
newly set xip will not find it possible to obtain from the open 
market enough persons with long experience for its higher 
posts and therefore, in the early years of its life, will have to 
promote its own younger employees comparatively ra- 
pidly. Thus wc find that advancement is much quicker at 
l>resent in new public undertakings like Hindustan Steel as 
compared to old and well established undertakings like the 
Railways, Ordnance factories and the Posts and Telegraphs, 
Even though these latter kind of public undertakings are 
also expanding, their rate of expansion is not so high as to 
provide rapid advancement to their employees similar 
to that available in the new undertakings. 

7.3 In the railways, we find that movement from the Junior 
Class I scale of Rs. 350-850 to the Senior scale of Rs. 600- 
1150^ takes approximately five years. But the movement 
from the latter scale to the Junior Administrative Grade of 

! . Pre-Second Fay Commission scales. 
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Rs. 1300-1800 is much more difficult. At Chittaranjan, 
graduate engineers with 15 to 20 years of service are to be 
found in this grade. To reach the Senior Administrative 
Grade of Rs. 1800-2250 seems to require a minimum of 22 
years’ service. The situation on the Railways, it may be men- 
tioned, regarding the advancement of engineering staff has 
been eased to some extent through the creation of ex-cadre 
posts such as Divisional Superintendents which are open to 
various kin.ds of gazetted officers including engineers. As 
compared to this, in Hindustan Steel, an engineer with five 
years’ experience can get into the scale of Rs. 600-1000, one 
with seven years’ experience can get into the scale of Rs. 800- 
1200 or, if he is specially capable, into the scale of Rs. 1000- 
1400. For posts in the scale of Rs. 1300-1600, a minimum of 
only 12 years’ experience is prescribed. The National Coal 
Development Corporation prescribes nine years as mini- 
mum experience for a mechanical engineer to be appoint- 
ed to a post carrying the scale of Rs. 1000-1400. Thus 
engineering personnel find that advancement opportunities 
are much better in the new than in the old public under- 
takings. 

7.4 We also find that as an enterprise gets somewhat stabi- 
lised, even though it may continue to expand, the advance- 
ment gets to be slower. Thus at Hindustan Machine Tools, 
because of expansion and also because of the replacement 
of foreign personnel, advancement has been comparatively 
rapid and therefore migration has not become much of a 
problem as yet. But the management is not certain that the 
rate of advancement in the future will be as high as it has 
been up to now. At Sindri, a major cause of dissatisfaction 
among technical personnel is that the advancement oppor- 
tunities are much slower now as compared to the situation 
seven or eight years earlier. In the D.V.C., not only were 
the advancement opportunities greater in the early phases 
of its career, but merit promotions also seem to have been 
quite common so that some hand-picked and talented persons 
could advance rapidly. But now, with stabilisation, there 
are much fewer opportunities of advancement; moreover, 
* there is a seniority list which, by and large, indicates to the 
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employee liis chances of promotion. Therefore, a number of 
engineering employees, who find that they have little 
chance of advancement for some years, tend to migrate to 
other employment. 

Difference in Opportunities in Different Departments 

7.5 Opportunities for advancement not only vary from 
enterprise to enterprise; they may also vary from section 
to section within an enterprise. For example, maintenance 
engineers may find that the advancement opportunities for 
them are much less than for production line engineers in the 
organisation. At Sindri, for example, the electrical and 
mechanical engineers feel that their advancement opportuni- 
ties are very much inferior to those of chemical engineers. 
In N.G.D.C., all other categories of engineers feel that their 
opportunities for advancement are less than those of mining 
engineers. In the Hindustan Steel, maintenance engineers 
feel that their opportunities a,re less than those of engineers 
in production shops; while the laber feel that advancement 
is much more rapid in new staff units like designs, industrial 
engineering, etc. Where possible, therefore, people want to 
transfer either from one section of the enterprise to another, 
where they think the advancement opportunity is greater, 
or they try to transfer to another undertaking where instead 
of being on the sidelines, so to say, they could be in the main 
part of the organisation. 

7.6 Similarly, when the undertaking is small, or a particu- 
lar section in it is small, and there is no possibility of expan- 
sion, the advancement opportunities for the employees there 
are bound to be restricted. Of the three units at present under 
the Fertiliser Corporation, only at Sindri there is a power 
house. There is no likelihood of the other units coming 
to have power houses. Naturally therefore the power house 
engineers find that expansion of the units under the Corpora- 
tion is not likely to improve their opportunities of advance- 
ment and therefore prefer to find opportunities in other 
power projects. On the other hand, it seems that qualified 
coal mining engineers are quite willing to migrate from small 
private collieries to the National Coal Development 
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Corporation because, the latter being a large organisation, 
the advancement prospects there are much better than in 
the former. 

7.7 As indicated by the discussion above, advancement 
opportunities vary from enterprise to enterprise and there- 
fore employees from enterprises where such opportunities 
are less try to move to other, more favourably situated, 
enterprises. The normal tendency of the enterprise authori- 
ties is to prevent such movement. This is especially so in 
the case of employees who are found to be good. They 
might be given some promotions and then, naturally, their 
applications are not forwarded. (Sometimes, of course, 
even if a promotion cannot be given, their applications are 
not forwarded.) Other employees, considered not to be so 
good, may prove to be luckier in the sense that if their appli- 
cations are forwarded and they are able to move to a rapidly 
expanding enterprise, they may find that they are able to 
rise faster than their colleagues whose applications were 
not forwarded because they were found to be more talented 
and therefore more valuable to the original enterprise. 
We have already cited the example of such a case at Sindri. 

Seniority and Promotion 

7.8 In public undertakings, there is a much greater emphasis 
on seniority in determining promotions than on merit. This 
is a subject which has been discussed for long, and which 
no doubt will continue to be always discussed. We shall 
in this part of our study confine ourselves to discussing the 
effect of this policy on the migration of personnel. The 
more talented, dynamic and hard-working among the pub- 
lic undertakings, personnel find that they would have to wait 
for their turn for obtaining promotions. Naturally there- 
fore if they find that good openings are available in new or- 
ganisations where they could obtain higher positions more 
quickly, they tend to quit. The management of a public 
undertaking, if it finds that the seniormost man in the next 
grade is not quite suitable for a higher post which has to be 
filled, may consider the: persons one or two places below, 
but it is generally reluctant to go much further down. The 
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justification which is usually given— and it is no doubt an 
important one— is that promoting a junior man, however 
talented he may be, over the heads of a number of others is 
likely to create a great deal of dissatisfaction and demoralisa- 
tion in the organisation. An outsider, maybe with the same 
qualifications, experience and talents as the junior insider, 
is therefore preferred. Naturally therefore the talented 
insider wants to try his luck outside either in a public under- 
taking, if he is permitted to apply, or else in a private under- 
taking. 

Situation in the Private Sector 

7.9 In private undertakings of the better kind, advance- 
ment is more rapid for qualified personnel in the early stages 
of their career. Annual increments vary according to the 
appraisal of performance and for those who are found to be 
more talented, very rapid advancement is possible. It is 
not unusual these days for a brilliant engineer to earn 
Rs. 1000-1400 at the age of 27-28, Rs. 1 500-2000 at the age of 
32-33 and Rs. 2000-2500 at the age of 37-38 in some of these 
firms. It is true that advancement based on appraisal of merit 
can lead to abuses and some degree of favomitism or nepo- 
tism can creep in; but largely it would be true to say that 
wliile a few persons may get such promotions on considera- 
tions other than merit, persons with merit almost invariably 
secure them. This is an important reason why young talen- 
ted engineers want to join such private firms in the first in- 
stance or, if they are already in public undertakings, they 
try to shift to such firms. 

Public Sector Employees Handicapped 

7.10 As a result of rapid expansion of the industrial sector, 
there is shortage in the country of persons qualified and 
experienced to hold senior techmcal posts. Therefore quali- 
fications that are prescribed, especially regarding experience, 
have to be reduced and somewhat less qualified, less experi- 
enced, persons have to be put in senior positions which 
they would not have normally secured. This is a problem 
facing both public and private sector undertakings. But 
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while in the better firms in the private sector, there is a rea- 
lisation of the implications of the present shortage of quali- 
fied people, in the public sector one sometimes finds a curious 
resistance to rapid promotions. The qualifications laid 
down for the posts are generally found to be too high 
in relation to the availabiUty of persomiel. Because no one 
inside the organisation satisfies the criteria laid down, the 
post is advertised. When it is seen that persons with the 
required qualifications are not available, others with less 
qualifications have to be considered. In some public enter- 
prises, we heard the complaint that in such instances, relaxa- 
tions are more common for outsiders than for insiders. 
Sometimes, when no candidate satisfies the qualifications 
laid down, previous pay is accepted as an important 
indicator for selection. In this, persons who are emp- 
loyed in private undertakings, age for age, qualifications 
for qualifications, scoreb ecause they are generally paid 
better than those employed in public undertakings. There- 
fore the insider, or a candidate from another public under- 
taking, has less chance of being selected than a person, 
similarly qualified and experienced, but coming from a pri- 
vate undertaking. No wonder that some technical person- 
nel resort to the method of getting employment in a private 
undertaking as a.n intermediate stage of moving from one 
public undertaking to another.® This method not only 
helps them to get over the problem about applications not 
being forwarded and the understanding that public sector 
undertakings are expected to observe about pinching each 
other’s employees; it also assists them in getting higher 
positions in the pubhc sector undertakings that they wish to 
join than if they had started in employment there or if they 
had straightaway sliifted there from another public sector 
undertaking. Some railway engineers mentioned to us 
cases of persons who were not selected in the U.P.S.C. 


2. Of course even this may not work if it is in the same enterprise that 
they try to obtciiii a higher job. In one public undertaking, an ex-employce 
who had resigned and obtained a better job in a private firm applied for a 
higher post which was advertised. He w^as found to be the best available 
candidate; but still he was not appointed when it was found that this would 
place him in a post two stages above the post he was 'nolding when he left a 
^ year or so before. 
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examiriation for engineering services and therefore 
joined private firms but were now being taken up in new 
public undertakings on salaries much higher than what 
those selected by the U.P.S.C. are now getting or would get 
if they were allowed to go to other public sector undertak- 
ings. 

Possibility of "Jumps’ Through Migration 

7.1 1 One result of the general shortage of qualified and 
experienced technical personnel is that many openings in 
middle management positions are coming up all the time 
and people find it profitable to migrate from undertaking to 
undertakng because they can obtain ‘jumps’ in this process 
which they cannot through normal advancement in 
their own organisation. This especially applies to the 
public sector undertakings because of the reluctance of 
managements, as mentioned earlier, to realise the conse- 
quences of the general shortage. Moreover, even a manage- 
ment which is flexible in its approach to rapid advancement, 
tends to confine advancement of an employee, however tal- 
ented, to once in two years or so, under the most favourable 
circumstances. It would be rare indeed for an employee to 
be promoted at shorter intervals. But by moving from one 
enterprise to another he can secure higher positions at short- 
er intervals. Actually it seems that it is not unusual for a 
person who has been promoted to a higher post to obtain 
a further ‘jump’ by shifting to another organisation within 
a short time after promotion. This possibility is an impor- 
tant factor contributing to the tendency towards migration; 
even good firms in the private sector are losing qualified 
technical personnel to other firms— -public or private — be- 
cause of this possibility for employees to obtain a ‘jump’. 
Experienced industrial engineers, for example, have been 
lost not only by Hindustan Aircraft but also by Tata Iron 
and Steel Co. because of this factor. 

Relative Effect on Public and Private Undertakings 

7.12 While this problem is thus common to both private 
and public undertakings, the latter are in some ways specially '■ 
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in difficulty because of certain factors. In the private sec- 
tor, when a new enterprise is being set up or an existing 
enterprise is expanding, and certain important positions are 
to be filled up, the more usual approach is to select the best 
personnel available, even if it involves upgrading of the 
post in terms of remuneration. Salary policy in private 
enterprises is usually more flexible than in the public sector. 
As mentioned earlier, scales are frequently revised by good 
firms in the private sector so as to keep pace with the changing 
conditions in the personnel market. Especially when cer- 
tain key positions are to be filled up for which persons with 
special kinds of experience are required, private firms do not 
mind paying substantially higher emoluments than what the 
person is already getting in order to secure his services. 
Public undertakings, on the other hand, tend to be more 
rigid in these matters; their managements would not, for ex- 
ample, like to take a man on a salary substantially higher 
than what he is getting. There is also the Government direc- 
tive due to which one public undertaking cannot take away an 
employee of another undertaking without the latter’s consent. 
As indicated elsewhere in this study, this prohibition does not 
always prevent the management of a public undertaking 
which is badly in need of a certain type of person from taking 
him aw'ay from another public undertaking; but it is not easy 
to do this without facing a great deal of inter-enterprise, inter- 
ministry and inter-governmental wrangling. Therefore mig- 
ration from one public undertaking to another in search of 
-jumps’ is not very conunon. However, when posts in new 
public undertakings are advertised, personnel already emp- 
loyed in the pubUc sector may find that posts of a kind simi- 
lar to theirs carry a higher scale of pay. It is true, as we 
mentioned earlier, that this may be deceptive in some cases. 
But it is not always so ; and when it is found that persons from 
private undertaldngs, or a fortunate few who are permitted 
to apply (maybe because they are not considered good 
enough) from public undertakings, are able to obtain signi- 
ficant advancement, either because they secure a post which 
carries a higher scale of pay or because they are given ad- 
vance increments, persons who remain in the older 
« undertakings are bound to feel dissatisfied. This turns 
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the thoughts of many of them towards migration to a private 
undertaking. 

Migration Between Public and Private Sector Undertakings 

7.13 As a result of all these factors, there is a tendency for 
public enterprise personnel to migrate to private sector un- 
dertakings m search of ‘jumps’. A number of examples of 
this kind of migration were furnished to us in the course of 
our investigation. A Methods Engineer from the Indian 
Telephone Industries went to a private sector firm on 
double the salary he was getting. At Sindri a young 
engineer was found to be so good that as an exceptiona.1 
case, within three years of the completion of his training, 
he was promoted to a post in the scale of Rs. 600-1000. 
But within a short time after his promotion, he left to join 
a private concern which paid him about double the salary 
that he was getting. Experienced and talented personnel 
at Hindustan Antibiotics are being lured away by private 
firms which offer them higher salaries. Thus there is a real 
danger that public undertakings may tend to be training 
schools for providing trained and experienced personnel — 
at least some of the best among them — to private sector 
undertakings. Especially in the case of technical per- 
sonnel, the iintial training given by some of the new 
public sector undertakings is very valuable. Moreover, they 
get acquainted with the latest techmques and equipment and 
therefore get to be very valuable after some tune. Private 
sector undertakings do not inind offering them very high 
initial salaries so as to secure for themselves well-trained and 
experienced personnel. 

7. 1 4 It is true that, to some extent, new public undertakings 
also provide good openings which attract personnel from 
private undertakings in search of ‘jumps’. It is therefore 
not purely a one-way traffic. But our impression is that the 
loss from public sector to private sector undertakings is 
greater in volume and more persistent; the other-way move- 
ment is largely confined to the initial stages of a public sec- 
tor undertaking and even this takes place on any significant 
scale only in the few cases like steel or oil where a new public » 
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sector undertaking is organised broadly in a field where 
private sector undertakings are already operating. 

Programmes for Personnel Development 

7.15 WeU-managed firms in the private sector generally 
follow a policy of personnel development which enables them 
to fill newly-created or vacant positions mainly by promoting 
their own junior persomiel. To that extent, the draft on 
public sector undertakings is reduced. But other firms, 
especially small ones — and their number is increasing as a 
result of our economic growth — find it cheaper or more 
convenient to attract people from outside by offering large 
increases in remuneration. Public undertakings can meet 
this problem only by pursuing a well-thought-out policy 
of personnel development. This is also essential to meet 
the increasing requirements of persormel to fill positions of 
higher responsibility which are rapidly increasing in number 
as a result of the expansion of public sector units. Un- 
fortunately, while most of the public sector undertakings, 
especially the new ones, have well-organised programmes 
for the initial training of newly-recruited personnel at various 
levels, few of them have got as yet any kind of personnel 
development programmes to take care of expansion and 
wastage. That is an important reason for the difficulties 
faced by them. 

Special Problem of Large Numbers in Same Age Group 

7.16 A significant factor that is already creating some 
dirnculties for new public sector undertakings like Hindus- 
tan Steel and Heavy Engineering and that is likely to assume 
greater dimensions in the near future is that because of the 
large requirements of qualified personnel, a large number 
of fresh graduate engineers have been recruited by these 
undertakings, almost all within a period of three or four 
years. Providing adequate opportunities of advancement 
10 these young engineers, largely recruited at the same time, 
is bound to be difficult. It is true that as these enterprises 
are hkely to require a number of persons at various middle- 
Jevel positions, there would be good chances for a certain 
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proportion of the young engineers to be promoted. But 
leaving aside a few who may be obviously superior or ob- 
viously inferior, the average quality engineers among them 
will all requke to be promoted approximately together; 
otherwise there are bound to be difficulties, allegations of 
favouritism and the Kke, which would lead to demoralisa- 
tion. As most of these undertakings are expanding, by way 
of expanding the capacity of the existing units, the setting 
up of new units or both, the difficulty may be warded off to 
a certain extent. But even then a very carefully worked out 
policy of advancement will be necessary if trouble is to be 
avoided. In the case of such persons as cannot be given 
promotions with their colleagues, a policy of making their 
services available in a planned way to other newly-develop- 
ing enterprises will have to be worked out. Otherwise this 
specially selected and trained personnel is likely to be lost by 
the public sector. A generous way of looking at it will of 
course be that what is lost by the public sector will be gained 
by the private sector and therefore there will be no loss to 
the national economy as such. 

Specialised Jobs 

7.17 A somewhat similar problem arises in the case of cer- 
tain specialised lines of work where the number of higher 
posts is not large. Take for example, industrial engineers, 
design engineers or research scientists in an industrial or- 
ganisation. Such work may not require the creation of a 
hierarchy with a number of posts at various levels; and the 
number of senior posts may be quite small as a proportion of 
the basic grades. The result is that advancement opportu- 
nities are few and therefore personnel feel dissatisfied and 
tend to look for outside openings. In this case also, efforts 
could be made for planned placement or release of personnel 
who have reached a certain stage and for whom there are no 
prospects of advancement in the near future. Alternatively 
some special scheme of remuneration will have to be 
adopted for them. Another alternative could be to provide 
avenues of promotion to some of them in lines outside their 
own technical specialisation. We shall discuss these various* 
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policy measures in the next part of our study. It only needs 
to be mentioned here that this is also an important factor 
in creating the tendency towards migration. 



VIII. FACTORS AFFECTING MORALE 

8.1 Remuneration, material benefits and promotion pros- 
pects are not the only factors that affect the loyalty and 
continuance in service of the personnel in an organisation. 
There are also other factors that influence the morale 
and the attitude of the employees at different levels to the 
employing organisation. We shall briefly comment on 
some of the factors that we found to be important in deter- 
mining the morale of technical personnel in public indust- 
rial undertakings. 

Image of the Organisation 

8.2 The image of the organisation as projected in the coun- 
try as a whole seems to have some importance in detennining 
the employee’s attitude towards continued employment 
therein. This factor is probably even more important in 
attracting the better-quality graduates for initial employment. 
It is unfortunate that the public image of foreign-controlled 
private firms as employers seems to be better than that of 
most Indian concerns — ^whether in the public or the private 
sector. The image of some public sector undertakings, 
however, seems to be good compared to private Indian 
undertakings. The Air-India International seems to have 
been successful in building a very good image of itself and 
many of their senior technical officers mentioned this as an 
important factor in attracting and retaining talented per- 
sonnel. Hindustan Steel, because of the great publicity 
given to the new steel projects and their importance, 
seems to have benefited from this factor in its early stages. 
Hindustan Machine Tools seems also to have been success- 
ful in building up a good public image. On the other hand, 
the D.V.C., which was once considered to be a very ambi- 
tious and new kind of project and therefore attracted good 
talent, is now becoming a demoralised organisation. Emp- 
loyees feel that the future of the Corporation is uncertain, 
there are occasional rumours about its being wound up at 
some stage, and there is a feeling that it is not going to 
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expand very mnch, Sindri, as mentioned earlier, at its 
inception attracted the cream of chemical engineering 
talent in the country. But one finds now an atmosphere of 
dissatisfaction pervading it. Departmental undertakings 
seem also to be suffering from demoralisation, partly caused 
by this factor. Service under Government, especially in 
the ‘gazetted’ ranks, was once coveted. Now one finds that 
entry into the Railways or the Telegraph Engineering Service 
is usually not the first preference of technical graduates. 

8.3 The dangerous fact about the situation as we see it is 
that while in the early stages of a project, the public 
image about it is quite favourable, this is not sustained 
later on. New employees are not attracted and existing 
employees do not continue to feel proud of belonging to 
the organisation. 

Job Satisfaction 

8.4 An important factor responsible for attracting bright 
new technical graduates, and even senior and expe- 
rienced personnel, to some of the major public undertak- 
ings is the type of technical work-experience that people can 
obtain in them. Undertakings like Hindustan Machine Tools 
or Heavy Engineering Corporation are engaging in work 
involving new techniques that were not very much developed 
in India before. They therefore provide a challenge to the 
technical ability and . intelligence of engineers which makes 
work in them attractive to those interested in their profes- 
sion. The National Coal Development Corporation can 
attract mining engineers because of the new techniques of 
mining and the modern mining equipment that is being in- 
creasingly introduced by the Corporation. The petro- 
leum undertakings in the public sector have attracted 
experienced personnel from private foreign-controlled — 
petroleum undertakings because of the challenge of new work- 
opportunities which they could not expect in their previous 
employment. Bharat Electronics and Indian Telephone 
Industries similarly seem to be able to provide a certain 
attraction to persons trained in telecommunications. Be- 
oause of the special type of equipment used, new designs 
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and methods of construction and the magnitude of the work, 
D.v.e as well as Bhilai attracted a number of competent 
civil engineers. This is an important factor in favour of 
new public undertakings, because most of them are being 
organised either in fields which are almost new to this coun- 
try or on a scale and with techniques which are unprece- 
dented and up to date. 

Lack of Appreciation of the Technical Point of View 

8.5 As against this, there are certain other factors which 
lead to dissatisfaction among professionally competent 
technical personnel working in public undertakings. One 
complaint that is frequently voiced by even senior level 
technical people is that technically knowledgeable persons 
are rare in the top managements of public undertakings. 
This not only means that technical personnel feel a sense of 
grievance that they have always to play second fiddle; they 
also feel that the people in top management positions, be- 
cause of their lack of technical knowledge or industrial ex- 
perience, fail to understand their point of view. They feel 
frustrated because they cannot get their ideas and require- 
ments appreciated. The importance placed on procedures 
and rules is excessive and, as a result, work suffers; and it is 
the technical people who get. the blame as they are supposed 
to be in charge, whether it is construction or operation of a 
project. The financial and accounting control is, in most 
public undertakings, vested in the hands of persons who have 
predominantly a government secretariat background, and 
who therefore tend to apply the same procedures and methods 
in an industrial organisation. To explain to such persons 
why a slightly costlier equipment needs to be purchased or 
why a certain number of staff is necessary and a smaller 
number will not do, is a time-consuming and frustrating 
experience in the opinion of many technical officers. 
Valuable time is lost, talented people either quit or are 
no longer available, and only then, when the bad effects 
of the policy become obvious, it is said, it becomes possi- 
ble to get approval to a proposal put forward by technical 
people. 
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8.6 The inexperience of top management in technical or 
industrial matters and their remaining with a particular 
undertaking only for a few years, as is generally the case, is 
also said to lead to a lack of trust in the technical personnel 
in the undertaking. The result is that advice is sought from 
a number of outside quarters, foreign consultants are en- 
gaged, and only then are decisions taken. The Damocles’ 
sword of ‘accountability’ and audit helps this tendency 
further. Many senior technical officers in public undertak- 
ings feel that non-technical top management tends to trust 
foreign technicians more than Indian ones and that this 
leads to frustration. 

8.7 It is difficult to say how far all this is true. But our 
investigation certainly leads us to believe that such feelings 
and thoughts are widespread among technical personnel in 
public undertakings and, whether justified or not, they 
affect adversely the morale in these undertakings. The 
fact that there are a few concerns like Hindustan Machine 
Tools, where we did not find such feelings spread to 
any significant extent, is also enlightening. Hindustan 
Machine Tools is one of the few concerns where there are 
few persons at the top management level who have no indus- 
trial background. 

Sense of Fairness and Security 

8.8 Public undertakings, because of the fact that they are 
publicly owned, are accountable to Government and Par- 
liament, and are managed at the top levels mainly by persons 
who are built up in the traditions of the public service, have 
certain inherent advantages from this point of view. Rank 
injustice, such as one frequently hears of in the case of many 
private firms, is rare in public undertakings. Especially in 
matters affecting personnel, procedures are insisted upon 
which ensure at least a minimum degree of fairness to all 
concerned. Moreover, even if there is some unfairness or 
injustice in deciding a matter at a certain level, there is al- 
ways the possibility of appeal, sometimes up to the highest 
levels of government. This provides a sense of security 
wliich, while it has its troublesome effects, makes for a 
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certain degree of satisfaction and therefore good morale. 
This is an important factor assisting public undertakings in 
attracting and retaining competent personnel. 

8.9 However, we also came across a number of complaints 
in the course of our investigations which, whether in all 
cases justified or not, need to be mentioned so as to under- 
stand the factors at work in public undertakings. Because 
many of the organisations had to be built up in a short period 
of time, it was said, considerable authority has had to be 
placed in the hands of a few top officers. A number of 
officers, even at the top level, had to be obtained on loan 
from Government services. Recruitment had to be left 
in the hands of the undertaking. Promotions in some cases 
have had to be left largely to the discretion of top officers. 
The result of this, it is said, is not always happy. It is 
frequently alleged that persons coming from the region to 
which the top officer belonged, or those coming from his 
former organisation or department, were preferred. Of 
course this is something that is quite commonly found in 
private firms; Parsis occupy a large number of top positions 
in Parsi firms, Punjabis in Punjabi firms and Gujaratis in 
Gujarati firms. But in the case of public undertakings, 
this is obviously not expected to happen. 

8.10 There is also pressure from State Governments regard- 
ing preferential treatment to persons from the States in which 
the undertaking is located. While the Government of 
India has decided to give such preference only in the case of 
low-level posts, it seems that it is not always possible for 
managements of public undertakings to resist pressure for 
preference to local persons even for higher level posts. This 
difficulty is further enhanced by the practice adopted by some 
undertakings of appointing the senior officer in charge of 
personnel (generally a Deputy General Manager) almost in- 
variably from the service of the local government. This 
leads to creating expectations and fears that one’s prospects 
of employment and promotion depend more on whether 
one comes from the same region or not, and on pleasing 
influential persons outside rather than inside the organisa- 
tion. Again it needs to be said that such factors affect 
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private undertakings also. We came across the case of a 
large undertaking in the private sector which selects 
graduate technical apprentices on the basis of an examina- 
tion, but which provides a special quota for persons com- 
ing from the region where the undertaking is located. We 
also came across both public and private undertakings 
which have successfully been able to resist such pressures. 
But our impression is that these pressures are coming to be 
more powerful, and if this continues, it is bound to have an 
adverse effect, as in some cases has already been happening, 
on the morale of employees. 

Human Relations 

8.11 ‘Human Relations’ is now accepted as one of the most 
important factors affecting the morale of an organisation. 
In the course of our investigations we came across a number 
of cases which throw some light on this aspect of the work- 
ing of public undertakings. 

8.12 In some of the new public undertakings, we found that 
because of good leadership at the top, and proper manage- 
ment practices, a team spirit had been built up among the 
cadres at various levels of the organisation. A feeling of 
camaraderie prevailed; younger as well as m iddle-level 
technical officers felt confidence in their bosses and believed 
that they were all working for a common purpose with 
mutual understanding. Hindustan Antibiotics, Hindustan 
Machine Tools and Indian Telephone Industries can be 
mentioned as examples of this happy feature. Even at 
Sindri, which seemed to us not to have a high degree of 
morale at the moment, an important point stressed by many 
technical officers was that even officers at junior and middle 
levels feel that they are participating in the management 
process. They are consulted about various matters and, 
whether their views are ultimately accepted or not, they have 
the satisfaction of having had the opportunity of contribut- 
ing to the decision-making process. 

8.13 In some of the undertakings, however, the situation 
in this respect is not very happy. In Hindustan Steel es- 
pecially, one finds a sense of frustration and dissatisfaction 
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among a large number of technical officers both at senior 
and junior levels. While the situation is somewhat different 
in the two plants which we could study, basically the at- 
mosphere is one of lack of common purpose and understand- 
ing. Young engineers, specially selected and carefully 
trained, we many times found to be harbouring many grie- 
vances. Some of them feel that they are not wanted by the 
organisation. Their grievances are of many kinds. Some 
find that they are doing the duties of foremen but are paid 
only as assistant foremen. Those who are working in ope- 
rational jobs feel that they are being discriminated against 
as compared to their colleagues who have been put in staff 
departments like industrial engineering, designs, etc. It is 
alleged that promotions are more rapid in these new staff 
departments than in line jobs though the latter involve more 
arduous work and greater responsibility. There is also a 
feeling that the allotment of people to different departments, 
many of them starting with the same qualifications and many 
times having had the same training, has not been done on 
any systematic basis and that favouritism has played an 
important part. Even regarding operational jobs, the rate 
of promotions varies from department to department and 
therefore young engineers find that some of their colleagues 
get promoted faster. At Bhilai, for example, because coke 
ovens started functioning much earlier than rolling mills, 
engineers working in the former obtained operational ex- 
perience earlier and so were promoted earlier. The pro- 
portion of higher posts in different departments is also dif- 
ferent and this further affects the rates of promotion. 

8.14 No doubt many of these difficulties are essentially 
those of a new and complex organisation and will solve them- 
selves in course of time. Some of the grumbling is also 
likely to be due to the fact that, as a senior officer explained, 
many of these young engineers had false notions of their 
prospects; they all seemed to expect big jobs within a short 
time. As unfortunately happens with quite a significant 
proportion of our engineering graduates, they are 
not always willing to do the arduous work involved in opera- 
tional jobs and prefer desk jobs. (This is of course not true ^ 
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about all; we came across quite a number who were quite 
happy working in ‘hot shops’.) Sometimes they are not 
willing to work under persons who might have no format 
qualifications but who have a great deal of practical know- 
ledge and experience of work in the particular industry.^ 
Management has good answers for some of the complaints. 
For example, about assistant foremen doing the work of 
foremen, it was pointed out to us that this was only appa- 
rently so; because of their lack of experience, both of techni- 
cal work and handling people, superior officers have to take 
a large part of the load of work on themselves. The manage- 
ment is also thinking of applying certain criteria for promot- 
ing people as rapidly as possible. 

8.15 The really serious failure therefore is the failure in ‘com- 
munication’. Though the management has a policy which 
is generally justifiable and though many of the grievances 
are only imaginary, the fact is that they are widespread and 
persistent and the management has failed to satisfy these 
young men. Their immediate superiors cannot give them 
satisfaction because they themselves do not know what the 
pohcy is and what the answers are to these grievances. Ac- 
tually some of them support their subordinates in their 
complaints. There may be a number of reasons for this. 
The various plants have been facing continuous crises one 
after another and the whole attention of management has 
been concentrated on completing construction, starting 
operations and reaching capacity output. There have also 
been a number of changes at the top level and the relation- 
ship between the headquarters organisation and the plant 
management is still being put on a proper footing. As a 
senior management official put it, everything is still in flux 
and not enough time has been available to attend to these 
personnel problems. Nevertheless, it is a serious thing for. 
this giant undertaking, which is the pride of the country. 


L This also seems to have been one of the reasons of Air-1 ndia Inter- 
national losing a large proportion of their gradaate apprentices. They do 
not like to work under e^vperienced but formally unqualilied persons and the 
latter feel hostile towards them. There is an apprehension that these graduate 
.^engineers will rise rapidly to higher positions which otherwise could be availa- 
ble to experienced but formally unqualified personnel from within. 



74 Factors Responsible for the ‘Flight' 

that there should be such a widespread failure of communi- 
cation and therefore there should be so much dissatisfac- 
tion. If the brilliant technical talent that Hindustan Steel 
has attracted and so carefully trained is to be retained, 
these defects will have to be removed. 

8.16 In some other undertakings also one finds a similar feel- 
ing of frustration mainly arising out of the fact of remoteness 
of control. For example, the P. & T. workshops are a 
part of a big organisation; in spite of various organisational 
devices that have been tried, the technical officers working 
there seem to feel that their problems and requirements go 
unheeded by the top management. They feel that in spite 
of their immediate superiors’ appreciation and understand- 
ing of the problems, decisions that are required to be taken 
are not taken in time, and sometimes not at all, because of 
the remoteness of the authorities that can really take decisions. 
This is a feeling commonly to be found not only in depart- 
mental undertakings but surprisingly, to some extent, even 
in corporate public undertakings. There is no doubt that 
this can be an important cause of frustration and low morale. 

Importance of High Morale 

8.17 We have devoted so much attention to the various 
factors affecting the morale of technical personnel in public 
undertakings because we think that the state of morale has 
considerable influence on the turnover of personnel. Good 
talent will be attracted if the public image of an organisa- 
tion is good; it can be retained, and retained willingly, only 
if there is a high degree of morale and employees generally 
feel satisfied. High morale involves loyalty to the organisa- 
tion and a sense of participation and commitment, and when 
these exist, employees will not be easily lured away even by 
material rewards. Poor morale, on the other hand, makes 
it difficult to retain personnel and therefore migration is 
likely to arise specially in organisations where the morale is 
low. 
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IX. OBJECTIVES OF POLICY 


The Nature of the Problem 

9.1 In any economy where rapid changes in the industrial 
structure are taking place, the problem of migration of 
technical personnel is bound to arise. Moreover if the 
nature of industrial techniques is changing, so that techniques 
which were in little use earlier are being introduced rapidly, 
the few persons who have had training in and exper'ence 
of such techniques are bound to be in great demand and 
they may find it profitable to move from unit to unit in 
search of increasingly better prospects. We find examples 
of such situations in the economic histories of many coun- 
tries. In the U.K., for example, one of the major problems 
in the early years of the Second War was the problem of 
‘poacMng’ of skilled technicians by various industrial units 
from each other, and a policy had to be devised to regulate 
this movement.^ In the Soviet Uifion, this problem had 
assumed such proportions even when the First Five 
Year Plan was just beginning that the Central Committee 
of the Communist Party had to issue a decree in 1929 against 
permitting rapid movements of technical personnel. This 
however does not seem to have been successful and the 
problem continued to plague the Soviet economy through- 
out the ‘30s.® Similarly in Czechoslovakia, ‘job-hopping’ 
became a common phenomenon in the early ‘50s and various 
steps had to be taken to curb it.® Sometimes, such ‘flight’ 
even takes place across national barriers as a result of large 
differences in prospects and emoluments between countries.* 

9.2 The Engineering Personnel Committee had drawn atten- 
tion to this problem in its report in 1956 and had pointed 


1. See H.M.D. Parker : Manpower, A Study of War-time Policy and 
Administration, London, 1957, pp. 6, 67, 68, 425. 

2. See D. Granick : Management of the Industrial Firm in the USSR, 
New York, 1954, pp. 47-48, 51-'56; also H. Scliwartz : Russia’s Soviet 
Economy (Second Edition), 1961, pp. 523-26. 

3. See E. Taborsky : Communism in Czechoslovakia, 1948-1960, 
Princeton, 1961, p. 3/5. 

4. Report of Engineering Personnel Committee, ■op* ciV., p. 32. 
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out that “in recent years, the ‘flight of personnel’ among 
engineers is reported to have assumed disconcerting propor- 
tions”.® Our study shows that while the migration of en- 
gineers has not affected all enterprises and all categories of 
engineers to an alarming degree, it has assumed serious pro- 
portions in the case of some undertakings, especially in the 
public sector, and that the problem is likely to become in- 
creasingly troublesome in the future. It is therefore neces- 
sary to adopt policies which would effectively counteract 
the tendencies towards large-scale migration. 

^VerticaV and "Horizontar Movements 

9.3 As we have already mentioned earlier, not ail ‘migra- 
tion’ is undesirable. A certain degree of mobility between 
jobs is an essential instrument of developing an experienced 
group of engineers in the country. Moreover, with a num- 
ber of new industrial units being set up as a part of our pro- 
gramme of industriahsation, migration of personnel from 
the old industrial units to the new ones is inevitable and 
necessary. If there is a shortage of experienced engineers, 
this should be equitably shared by the various undertakings, 
old and new; the tendency towards ‘stockpiling’ of qualified 
and experienced personnel on the part of old undertakings 
caimot be countenanced. On the other hand frequent 
‘job-hopping’, which does not help either the employee to 
attain better knowledge or experience, or the employing 
enterprise to obtain the full benefit of his ability, has definite- 
ly to be curbed. 

9.4 Migration of personnel can be of two t 5 ?pes: ‘vertical’ 
movement and ‘horizontal’ movement. Where a person 
moves to a job requiring greater ability and experience, 
technical, managerial or both, this may be called ‘vertical 
movement’. Where he moves to a job requiring practically 
the same ability and experience, in most respects at the 
same level of responsibility in a similar-sized undertaking, 
this can be called ‘horizontal’ movement. By and large, 
it can be said that vertical movement is not only good 
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for the mdividual but also for the community. A person 
moving to a job of greater responsibility, because he is found 
to be capable (or at least the least incapable) of carrying it 
out, contributes more to the national product and there- 
fore such movement should not be prevented. Of course, 
care has to be taken to see that the movement is really a 
vertical one and not a horizontal one, disguised as a vertical 
one. It is also necessary to see that such movements are 
not too frequent. Each industrial unit has its own peculiari- 
ties which even a skilled engineer takes time to master; and 
if he moves too frequently, he may not have had time really 
to make a contribution to the working of the unit. Subject 
to these limitations it can be said that vertical movement 
should not be discouraged. 

9.5 Horizontal movements, on the other hand, belong to 
quite a different category. By and large, such movements 
arise purely as a result of ‘poaching’, luring away by one 
employer of employees of another unit by the offer of higher 
emoluments, even though the nature of work, responsibility, 
etc. are similar. In an economy where there is a sellers’ 
market, as a rapidly expanding economy generally has, most 
units are able to pass on to the consumer any addition to 
costs. The only effect of such movements is to raise salary 
and wage rates, and therefore costs and prices. Such move- 
ments are therefore, in the main, undesirable and need to be 
curbed. Of course, a certain degree of horizontal mobility 
is necessary in the case of highly qualified personnel in order 
to broaden the horizons of their experience. But this should 
happen more as a part of the personnel development pro- 
gramme within an enterprise or group of enterprises rather 
than by unplanned, erratic, horizontal migration. Another 
case where horizontal movements may be justified is when 
new enterprises are set up. These latter may require a core 
of experienced personnel. But such personnel, when moving, 
would normally expect — ^immediately or within a short time — 
to be placed in positions of higher responsibility and there- 
fore it would virtually be a vertical rather than a horizontal 
movement. Secondly, if the setting up of new units is not 
to give rise to a continuous ‘poaching’ process and the 
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resultant inflation of salary scales, sucli horizontal movement 
as is necessary for satisfying the requirements of new under- 
takings must be organised properly. It should preferably 
take place through agreement between the old and the new 
units. When, as is happening increasingly in the public 
sector, all units— old and new — ^in an industry are under a 
common overall management, this can be easily done. That 
this can be done even when the units are under different 
managements has been indicated by the arrangements work- 
ed out between the older steel units in the private sector and 
Hindustan Steel. 

Priorities in Terms of Industries and Functions 

9.6 In this study, we are more concerned with the problem 
of migration as it affects public sector undertakings — either 
intra-public sector migration or migration from the public 
sector to the private sector. But from the point of view of 
the country as a whole, it is obvious that large-scale hori- 
zontal migration is undesirable, whether it is from public 
sector to private sector or vice versa, within the public sector 
or within the private sector. It needs to be made clear that 
we cannot look with favour upon migration from the private 
sector to the public sector as such. 

9.7 A much better approach to the problem, from the point 
of view of national economic interest, is to think in terms of 
priorities regarding different kinds of industries. Certain 
indixstries may be more vital to the economy, either because 
of their contribution to economic growth or because of 
their contribution to the supply of essential consumption 
goods. A scale of priorities can be worked out on this 
basis regarding the allocation of technical manpower which 
is in short supply, just as in the case of allocation of raw 
materials or foreign exchange. 

9.8 Priorities can be similarly established regarding alloca- 
tion of scarce technical manpower amongst different func- 
tions in industrial undertakings. There may be functions 
in which technical knowledge and experience are essential 
if they are to be carried out efficiently; there may be others 
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where the use of technical personnel is useful but not quite 
essential. An example of the latter would be the ‘sales’ 
function; many firms selling industrial machinery or raw 
materials find it quite useful to employ technically qualified 
personnel for ‘sales’. But this may not be quite essential; 
at the least the number of such persons allotted to the ‘sales’ 
function could be kept at a minimum level. 

9.9 There may also be many technical jobs where persons 
with less technical knowledge and experience could well 
fit in. A comparative study of the employment of graduate 
engineers in similar industries in the U.K. and India seems 
to indicate that in the U.K., in many industries, a large 
number of persons without formal qualifications are used 
for positions which are occupied in India by persons with 
degrees in engineering.® To the extent that it is possible to 
carry out certain functions through the employment of 
persons whose supply is less short rather than of those whose 
supply is more short, it will be of advantage to the economy 
as a whole to do so. The objective of any policy, therefore, 
should be to ensure that the allocation of scarce technically 
qualified and experienced personnel is so carried out that 
industries and functions where their employment will make 
a greater contribution to the national economy will get 
priority. 

9.10 While it would obviously be incorrect to say that all 
public sector projects have a greater contribution to make 
to national economic well-being than all private sector pro- 
jects, it would not be far wrong to say that most of the indus- 
tries and projects in the pubUc sector have a greater contri- 
bution to make to the building up of the growth potential 
of our economy than most of those in the private sector. 
This is especiaily true with reference to the allocation of 
engineers. Whether we think of industries or mining or 
construction, broadly speaking, public sector projects are 
more vital to the economic growth of India than private 
sector projects. This is obviously not true of every unit. 

6. See: “A Preliminary Study of the Pattern of Engineering Employ- 
ment in Manufacturing Industries in India’% Planning Commission, Per^;- 
Vective Planning Division, May 1957, p. 21. 
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There are projects— or parts of projects — the public sector 
which can only be considered as low priority projects— 
construction of administrative buildings, or improvement of 
passenger amenities on railways, may be cited as examples. 
There are also private sector projects in the field of steel, 
cement, various kinds of machine-production, etc. which 
should have high priority because of their contribution 
to potential economic growth. But, broadly speaking, 
most public sector projects can be placed at a higher level 
of priority than most private projects. Public policy should 
therefore aim at ensuring the allocation of scarce technical 
manpower to most public sector projects in priority to most 
private sector projects. In order to avoid any controversy 
over public vmi/s' private sector, however, it may be worth- 
while to lay down priorities in terms of industries and func- 
tions, and the policy should aim at helping the allocation of 
scarce manpower according to these priorities. 

Objectives of Policy 

9.11 The objectives of a policy in this regard can be laid 
down as follows: 

(1) To reduce unplanned and large-scale horizon- 
tal movement of technical personnel where it 
exists and to prevent it where there is a poten- 
tial threat that it will arise. 

(2) To reduce and if possible to prevent over- 
frequent vertical movement. 

(3) To ensure adequate supply of various kinds 
of technical persoimel to industries and func- 
tions which are listed hi^ in the scale of prio- 
rities from the point of view of their contri- 
bution to the national economy. This will 
require attracting personnel to these industiies 
and functions, retaining it there, and preventing 
or reducing its employment in low priority 
functions and industries. 

(4) To increase the supply of personnel which is in 

shortage. 
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Limitations on Instruments of Policy 

9.12 Before going on to discuss the various aspects of the 
policy to be followed for the attainment of these objectives, 
certain limitations regarding the policy that can be pursued 
should be made clear. The Government of India has adopt- 
ed an economic policy which assumes the existence and main- 
tenance of a ‘mixed’ economy. Though, as a result of the 
acceptance of ‘planning’ as a basic tool of growth, various 
kinds of controls and regulations on the organisation and 
working of private sector undertakings have come to be 
accepted , there are limits on what can be done by way of such 
controls and regulations. Control over the wages and sa- 
laries to be paid by private sector undertakings to their emp- 
loyees, especially the laying down of ‘ceilings’ for these, may 
be difficult in this context. Despite suggestions to this effect 
being put forward from time to time, the Government has 
decided not to attempt any such controls.’ In our discus- 
sion, we take this as a given decision and therefore an essen- 
tial limitation on the policy that can be suggested. Similarly, 
we have to take note of Constitutional guarantees like those 
under Article 19(9) which would make it difficult in peace- 
time to enforce any kind of compulsory direction of person- 
nel as was done in various countries in war-time or in the 
U.S.S.R. till recently. Even more than the provisions of the 
Constitution, the political forces operating in a democratic 
society will make it difficult to adopt and enforce a policy 
such as had been conceived in war-time under the National 
Service (Technical Personnel) Ordinance, 1940. Moreover, 
even if it was possible to adopt such a policy, it would not 
be easy to implement it. Even in the U.S.S.R., with a one- 
party system of government and all that followed from it, 
it seems that it was not easy to enforce direction of labour 
and prevent large-scale migration.® It is not in the range 
of practical policy, at least at present, to think in terms of 


7. See the reply given by Shri B, Oopala Reddy, Minister of State in 
theMmistry of Finance, on behalf of Govermnent in reply to a debate on 
Shri Bhupesh Gupta’s bill proposing a ceiling on salaries i.n the private sector 
— Rajya Sabha Debates, VoL XXXIl, March 10, 196L Cols. 2464-2478. 

8. See D. Granick, op, cit,^ and H. Schwartz, op, cit,; also D. Granick, 
^ The Red Executive, London, 1960, pp. 35-37. 
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compxilsory direction of personnel. Personnel is bound to 
remain largely free to choose employment. Whatever is 
attempted to be done by the Government regarding competi- 
tion among public sector undertakings for obtaining per- 
sonnel in short supply, competition with private sector un- 
dertakings cannot be eliminated. This does not necessarily 
mean that Government or public sector undertakings cannot 
exert any influence or pressure so as to prevent competition 
which disturbs all units and leads to a salary and wage in- 
flation. There are many stages between unhindered, perfect 
or ‘pure’ competition, and direction. Formal and informal 
understandings may be arrived at or moral pressure can be 
applied. An expanding and vigorous public sector may 
even be able to exercise ‘salary and wage leadership’ similar 
to the ‘price leadership’ exercised by leading firms in a situa- 
tion of imperfect competition. We shall explore these possi- 
bilities further in our detailed analysis of policy measures. 

Special Characteristics of the Engineering Profession 

9.13 At this stage of our discussion, it may also be worth- 
while briefly to take note of the main characteristics of the 
persons with whose problems we are dealing in this study. 
We are confining our attention to specially qualified en- 
gineers — ^mainly those who have attained formal academic 
qualifications in engineering. As is well known, in the last 
decade or so, a very large proportion of the best talent in 
our country is flowing into engineering colleges. In the 
majority of cases, only those who cannot secure such admis- 
sion go in for pure science or other subjects. Thus the 
engineers, especially the younger ones, represent the cream 
of talent in the country. 

9.14 An engineer — ^like most other professional personnel 
— ^invests many years in education and preparation for his 
work. The job therefore is an inherent and vital part of 
his life; his commitment to his work is deep and lasting. 
Unless he is turned into a C 3 ?nic as a result of adverse en- 
vironment, his desire is not to escape work but to seek ful- 
filment at work. Pay is important to him, as it is to anyone 
else. But no level of pay will satisfy an engineer with 
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professional interest if he feels that his time is being wasted. 
Idleness and insuflScient opportunity to use his talents are 
not only a waste — a talented man also knows that these will 
destroy his capacities and potentiality. Challenging tasks 
can therefore attract the talented engineer. Butin order to 
carry out the tasks that face him he also needs an organisa- 
tion and a top management which recognise his needs and 
appreciate his problems. Many highly talented engineers 
in India, both in the public and private sectors, feel that they 
have to work imder managements which have little under- 
standing of their ideas, problems and requirements.® How 
far this feeling is justified and what changes in top manage- 
ment and organisation are necessary are subjects that we 
cannot pursue here in any great detail. But it needs to be 
pointed out that this feeling of being dominated and oppress- 
ed by others in a way which does not permit the engineer 
to put forward his best is widespread in the country. This 
can be dangerous in any country and in any enterprise from 
the point of view of getting the best out of the available en- 
gineering talent. It is specially dangerous in India at present 
because of the shortage of talent and the rapid technical 
change that the country wants to bring about through the 
establisliment of enterprises where technical knowledge and 
skills, hitherto little known or used, have to be employed 
and developed on a large scale. Public enterprises, generally 
developing new industries and utilising modern machinery 
and methods, are in special need of attracting the best en- 
gineering talent in the country and getting the most out of it. 

9.15 The market for engineers is however highly competi- 
tive. The competition is not only from private sector under- 
takings within the country but also from other countries. 
There is a significant though fortunately not very large 
number of highly qualified Indian eng neers who prefer 
to stay abroad. This is not only due to the difference in 
emoluments. The whole enviromnent of some employing 
organisations in India is found to be wanting in comparison 


9. See, e.g,. Presidential Address by Major-General Harkirat Singh 
before the annual general convention of the Institution of Engineers (India), 
Bombay, February 4, 1961, 
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with foreign concerns. Even though there is a shortage 
of engineers, recruitment methods and policies and the 
approach to prospective employees is many times as indiffe- 
rent and condescending as was the case when there was 
widespread unemployment among engineers. Many examples 
can be given of this and other aspects which create a 
repugnance in the minds of the young talented engineers. 

9.16 “The professional labour market”, it has been said, 
“is new and highly competitive. ...The best professionals 
are often the most restless, the most demanding and 
the most mobile. National and international labour 
markets require employers to be more responsive to 
their economic and emotional needs. Each organisation 
must appeal to the best by providing a more attractive 
enviromnent than does the competition.”^® Only by pro- 
viding a total environment which satisfies the material as 
well as the creative needs of talented personnel can an or- 
ganisation attract and retain an appropriate share of the 
best talent. Retention of the best talent is important be- 
cause, unlike machinery, manpower is an asset that appre- 
ciates, and does not depreciate, the longer it is employed. 
That is one of the reasons why large scale migration of em- 
ployees can be such a disaster for any enterprise. 

9.17 In the following chapters we shall discuss the various 
factors that affect this total environment and thus attract 
or repel talented engineering persofnel in relation to public 
undertakings. 


10. Jerome M. Rostow: *‘Growmg Role of Proiessionai and Scienli^jc 
Personnel”, Management Record, Vol. XXIV, No. 2. February 1962, p. 19. 
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Proper Proportion in Recruitment 

10.1 In this chapter, we shall confine ourselves to the 
recruitment of fresh graduates or others just coming out 
of educational institutions. We shall take up in a later 
chapter the problems of recruitment at higher levels. 

10.2 The recruitment consists broadly of three types of 
persons from the universities and other educational insti- 
tutions: (f) engineering graduates; {ii) persons with three 
years’ post-matriculation diploma; and {Hi) persons who have 
done a degree in science or, sometimes, who have comple- 
ted the first two years of a science course. While our 
study is largely confined to the first two categories, the third 
category needs to be brought in the discussion to some ex- 
tent in the present context. 

10.3 The reason is that in many enterprises, there is a ten- 
dency to recruit more persons with engineering degrees 
and diplomas than is strictly warranted. An engineering 
graduate, even if he does not mind starting his career at a 
junior supervisory level such as Assistant Foreman, is not 
content to be in that position for long. Even though it is 
a good thing for him to begin his career in such a job, so 
that he gets acquainted with the technical and managerial 
problems at this level, this has to be only for a brief period. 
If he has to remain in such a position too long he becomes 
dissatisfied; and this is not only due to snobbishness— 
though it has something to do with it. He wants to use 
the specialised knowledge that he has acquired and there is 
little scope for it in such a job. Diploma-holders used to 
provide the bulk of the personnel for such jobs. But the 
supply of diploma-holders is considerably short of demand. 
It is therefore necessary to recruit a large number of persons 
with degrees in science or a few years’ university education in 
science for providing the bulk of such personnel. As their 
supply is relatively more plentiful, it is not difficult to rec- 
ruit them in adequate numbers and they are not too 
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discontented if they have to remain in these lower supervisory 
positions for long. They may start at the level of chargemen 
and the position of a foreman can be, for the majority of 
them, the maximum that they may hope for and be 
contented with. If engineering graduates or diploma-holders 
have to remain in these positions for long, they become 
discontented and therefore try to migrate to other enter- 
prises. Having a proper proportion in the recruitment of 
these different categories is therefore important from the 
point of view of building up a contented and steady labour 
force. 

10.4 Many undertakings in the public sector are abeady 
pursuing this policy because of the diflSculty in recruiting 
engineering graduates and diploma-holders in adequate 
numbers for meeting thier requirements. The Indian Tele- 
phone Industries, Hindustan Machine Tools, Hindustan 
Antibiotics and Hindustan Cables are recruiting a large 
number of science graduates and I.Sc.-passed candidates 
for then lower supervisory positions. Hindustan Steel, as 
mentioned earlier, recruited a large number of engineering 
graduates; many of them are still at the Assistant Foreman 
or similar levels and are discontented because of it. It was 
necessary in the early stages of Hindustan Steel to recruit 
such a large nmnber of engmeering graduates with a view to 
promoting them rapidly to occupy middle-level positions. 
But the time has come, and the management of Hindustair 
Steel realises this, when a larger number of persons belonging 
to the second and third categories need to be recruited 
for filling up on a long-term basis the lower supervisory 
positions. In the Tata Iron and Steel Co. also, we under- 
stand, the experience has been that persons recruited as 
apprentices from amongst the I.Sc. and B.Sc. candidates 
accept to stay in these positions— many times requiring 
arduous work in hot-shops— better than engineering 
graduates. The experience of Air-India and Hindustan 
Aircraft also, as indicated earlier, shows that such persons 
tend to stick on better because they have no formal quali- 
fications which could help them in getting jobs in other con- 
cerns. Their knowledge and capacity are related to the^ 
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specific training and experience obtained by them in the 
particular unit and it is not easy for other employers to 
judge their capability. Their value to the parent organisa- 
tion is therefore generally higher than their market value 
and thus they tend to remain with the parent employer 
more permanently. 

Advance Planning and Recruitment 

10.5 The proportion of the dilferent types of persons to be 
recruited has to be worked out in advance taking into acc- 
ount the requirements of personnel in the futm'e both due 
to normal wastage and needs of expansion, and also keeping 
in mind the essential qualifications and experience required 
for the various jobs and the possibility of holding persons 
to the particular jobs in the light of market conditions. If 
this is done, the possibility of discontent and resultant mig- 
ration would be considerably reduced. Such forward 
plaraung regarding recruitment and training of personnel 
is also essential so as to reduce to the minimum the necessity 
to obtain people who are already in position in other units. 
The lack of such forward plamiing, recruitment and training 
makes ‘poaching’ inevitable. While most of the new public 
sector projects and some of the major private sector units 
have attempted to do this, there are a number of private 
concerns who fail to do so. Public sector projects under the 
State Governments also seem to default in this matter. 
Before a new project is sanctioned, it is necessary that the 
project authorities should be required to submit a plan re- 
garding their personnel requirements and miless this is 
found to be satisfactory, the project should not be permitted 
to go ahead. 

10.6 Another aspect of forward planning and recruitment 
needs to be specially mentioned. In order to have a proper 
age-distribution of different categories of employees, it is 
necessary to have regular recruitment— -preferably every 
year— of persons from all the categories. Otherwise, either 
there are too many persons at the same level and not all 
can obtain opportunities of advancement, or there are gaps 
.which require to be filled in by recruitment from outside. 
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This is important in the case of all categories, but especially 
so in the case of graduate engineers. Unless these have been 
recruited, trained and advanced appropriately, gaps may 
arise in nuddle management positions which can have a 
seriously adverse effect on the industry. Recruitment from 
the open market at the middle management level not only 
gives rise to the problem of migration; it also many times 
proves to be expensive and even then there is no certainty 
of obtaining a really suitable man. It is therefore essential 
that every undertaking prepares a plan for periodical regular 
recruitment of graduate engineers. Failure to do this, 
either because of lack of planning, or because of the di- 
fficulty in obtaining suitable material as a result of poor pay 
and prospects, can create a gap in the flow of technical offi- 
cers which can undermine the efficient operation of an under- 
taking. In varying degrees, the Air-India International, 
Hindustan Aircraft, Ordnance factories and Hindustan 
Antibiotics seem to be sufiering from a lack of adequate 
number of graduate-engineers at middle levels. While this 
may not always lead to perceptible difficulties immediately, 
it is a potential source of major troubles. 


10.7 Another point that needs to be mentioned in this con- 
text is that a re-examination of the basic qualifications laid 
down as essentially required for recruitment will probably 
ensure the supply of better candidates and also avoid delays 
in recruitment. There is a widespread tendency to over- 
state qualifications; where a diploma-holder would do, a 
degree in engineering is stated as the qualification required; 
or where education up to I.Sc. would be enough, B.Sc. is 
laid down as necessary. One effect of this is that instead of 
getting a good man with lower qualifications, who could not 
perhaps continue to study because of financial or other such 
difficulties, a mediocre or third-rate man with a higher quali- 
fication is recruited. Another effect that is sometimes ob- 
served is that no suitable applications are received and there- 
fore the post has to be readvertised with lower qualifications 
thus delaying recruitment and wasting resources. 
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Advertising for Engineers 

10.8 In the present situation, when the demand for good 
engineering talent far exceeds its supply, an enterprise must 
adopt . an effective policy of recruitment which enables 
it to attract the best candidates. Advertisements issued 
through newspapers are the main — ^in many cases the only — 
means adopted by pubhc sector enterprises to obtain in- 
formation about the candidates who are available and inter- 
ested in obtaining employment with them. While most public 
enterprises are now' adopting modern methods of sales 
advertisement, the advertisements for personnel continue 
to be of the traditional Government type, \\ffiat a pros- 
pective candidate wants to know^ is not only the first job 
that he w'ill be appointed to if selected and the essential 
qualifications and remuneration for it; he also wants to know 
what are the prospects open to him for professional improve- 
ment and career advancement and also what other amenities 
he is likely to get. This is not probably necessary in the 
case of traditional Government services because an image 
about them has already been built up and there is consi- 
derable aw'areness among intending candidates about the 
nature of these services. But that is not the case with 
public undertakings many of wlrich are quite new'. All 
this information cannot obviously be put in the advertise- 
ment; but if it is made available to persons who call for 
application forms, it is bound to be useful in creating a fav- 
ourable impression in the minds of the better class of caxtdi- 
dates— and after all it is these who are confident that they 
have a choice, that an enterprise should attempt to attract. 

Active — or Aggressive — Recruitment 

10.9 Advertisement through newspapers should not be the 
only method of securing names of good candidates and try- 
ing to recruit them for the enterprise. In the U.S.A., U.K. 
and other advanced countries, a more aggi-essive recniitment 
policy is followed by large business concerns in order to 
Secure the best persomiel. Personnel officers keep in touch 

^ 1. See: Arnold R. Dentsch, •‘Sdeatists and Engineers, Where Recruit- 

ing Ads Go Wrong”, Management Review^ October 3961, pp. 26-35. 
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with the major educational institutions, interview the best 
candidates on the campus even before they have completed 
the course, give them information about the enterprise and 
the prospects open to them and ask them to contact the en- 
terprise immediately after their results are announced.^ 
This saves much time and, what is more important, the 
enterprise can secure the best candidate because he prefers 
to secure employment immediately after completing his 
course. Some concerns even go further, and after they have 
interviewed the candidates and obtained the assessment of 
the teachers about them, ask the better candidates to come 
and join as temporary apprentices even before the results 
are aimounced. Then they can be watched at work and 
therefore final selection, which is only made after the anno- 
uncement of results, can be much more firmly based. 

10.10 In India, in spite of the shortage of skilled and ta- 
lented personnel, very few such techniques have been used by 
enterprises, whether in the pubhc or the private sector, for 
getting the pick of the talent coming out of the universities. 
The traditional approach is that of sitting back and waiting 
for candidates to apply in response to an advertisement. 
There is not enough concern to ensure that the enterprise 
gets the best candidates available. The only instance of a 
special attempt to get good candidates that came to our 
notice was in the early recruitment of engineers for the Bhilai 
Steel Project. The Principals of a number of major en- 
gineering institutions were asked to recommend their top 
students as soon as the results were announced and these 
candidates were asked to come and join straightaway. 
The need was so great that it was decided that the risk of 
getting an odd rmsuitable person was worth taking and the 
actual experience was that there was hardly any difficulty. But 
this seems to be a rare case. Largely, public undertakings 
have not gone beyond the traditional passive attitude and 
methods regarding recruitment.® 

2. See, e.g.. Charter W. Day : ‘‘College Relations : One Company’s 
Programme”, Management Review > June 1961, pp. 63-65. 

3. cf. : “The Government is suffering from obsolesceace in the policies 
and procedures (perhaps also in underlying attitudes) by which it recruits. 
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Assessment of Personal Qualities of Candidates 

10.11 Another factor that affects the selection process ad- 
versely and leads to the creation of problem-personnel 
later is that too much emphasis is placed in selection on 
paper qualifications. Even regarding selections in the 
U.S.A., it has been pointed out, “There has been too much 
attention upon the ‘labels’ of degrees and courses and too 
little upon the essential qualities of character, mind, and 
spirit of candidates.”* Not enough use is made of the 
knowledge of the teacher concerned. Psychological tests 
and other such modern methods of selection are not 
used in the selection process by public undertakings. The 
experience of some private undertakings as well as that of 
the Ministry of Defence indicate that the use of these 
tests helps in reducing wrong selections quitesi gnificantly. 
But the actual suitability of the candidate for the kind of 
work that he will be expected to perform in the undertaking 
during the first few years of his employment can only be 
judged by seeing him operate, in some capacity or the other, 
in the unit. One good method of doing this would be^^ 
to establish liaison with a few good engineering colleges by 
which a selected number will be brought to the undertaking 
for practical experience during their vacations. The students 
will not lose anything, they would get practical experience, 
while the enterprise will be able to mark the most suitable 
ones for recruitment when they have completed the course. 

Delays in Selection Process 

10.12 In the case of pubhe undertakings, one factor that 
seems to affect effective recruitment is the long gap of time 
between calling for applications, interview and testing, and 


and imagination. There is a tendency to assume that applicants for employ- 
ment will come to the Government in the necessary quantity and of the requi- 
red quality, although in fact the Government must compete in the open 
market for talent. In this competition it does not have a particularly advan- 
tageous position and must make the most of its attractions if it is to get its 
share of talent...”. Commission on Organisation of the Executive Branch of 
the Government; Task Force Report on Personnel and Civil Service, 
Washington, 1955, p. 87. 

4. J. Douglas Brown and Frederick Harrison: High Talent Manpower 
for Science and Industry, Princeton, 1957, p. 22. 

5. See, ibid., pp. 24-25. 
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the actual appointment. In one important and expanding 
undertaking, we understood that the gap extended at times to 
eight to ten months. Naturally, with so much demand for 
first-rate engineering graduates in the country, some of the 
best candidates get absorbed in the meanwhile and the public 
sector loses them. Moreover, as a result of such (and some- 
times even longer) lapse of time, it is found that the number 
of persons actually available for appointment is smaller than 
required. So the whole process has to be repeated. The 
time and resources of the personnel department and many 
senior ofiScers concerned with the selection process are thus 
wasted. Moreover, the whole time-table about post-entry 
training, placement, etc. gets upset.® Lastly, such delays 
are not likely to provide a good introduction to a new em- 
ployee about the efficiency of the organisation which he is 
trying to join. It needs perhaps to be mentioned that we also 
came across the case of a large well known private concern 
where, in the selection of engineering apprentices, between the 
application and the final selection, a gap of six months inter- 
venes. The management is now trying to reduce this gap. 

Post-entry Training 

10.13 Because of a lack of actual work-experience during 
the years of university education, or because of the specialised 
knowledge and skills that the recruits need to acquire before 
they are actually put on to jobs intended for them, post- 
entry training has come to be important in many under- 
takings. Many of the new undertakings in the public 
sector have organised special institutes for this training. 
Thus one of the first things done in Hindustan Machine 
Tools and in the Heavy Electricals project was the extablish- 
ment of proper training facilities for newly recruited staff. 
Some of these institutions, after fulfilling the immediate 
needs of the particular projects, have helped in the training 
of recruits for other sister projects. Sindri trained perso- 
nnel for Nangai and Trombay and is now training 


6. The delays involved in recruitment if it has to be done through the 
U.P-S.C. arc sometimes even longer. For an example and comments, see 
Henry C. Hart : Kew India's Rivers, Calcutta, 1956, p. 143. 
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personnel for Rourkela and the H.M.T. School is now 
training personnel for the new machine tool units. For 
practical training, where a project is being started quite 
newly, arrangements have to be made in another unit, as 
was done for Hindustan Steel trainees atTISCo and IISCo. 

10.14 Where it is felt that the requii’ed training cannot be 
arranged in India, either because the number of persons to 
be trained is too large, or because the type of skills 
to be acquired or techniques to be learnt are such as are 
not in use in India, arrangements for training have been 
made abroad. This has been generally one of the conditions 
of contracts regarding technical collaboration. The most 
ambitious amongst these programmes of training abroad 
was the one organised for the training of engineers for Hin- 
dustan Steel. The Heavy Engineering Corporation also 
has such a programme. Opportunity for training abroad 
has a glamour about it and we understood from our inter- 
views with officers in many enterprises that it provides a 
good attraction for candidates. As generally it is the new 
enterprises that provide training abroad — once they settle 
down, they arrange for the bulk of the training in India and 
only a few candidates are sent abroad for highly specialised 
training — there is a special attraction to join them. (In addi- 
tion to going abroad, of course, the feeling that if you are with 
a new large concern from its inception, you would rise faster 
is also an important attracting factor.) The training arrange- 
ments made in foreign countries is a subject we cannot ad- 
equately deal with in this study. We however received in- 
formation suggesting that trainees have sometimes been sent 
abroad without any exact idea of what it is that they have to 
equip themselves for. Many of them being just out of 
universities had little practical experience, and therefore 
had no idea as to how to make the best use of the facilities 
available. Becoming accustomed to a comparatively high 
standard of life and looking at the standards of comparable 
technicians abroad also seems to have led to arousing over- 
high expectations in the minds of some of them and this is 
one of the reasons of the feelings of frustration and resent- 
ment that one notices among some of these young engineers. 
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10.15 Discussions with young engineers as also senior offi- 
cials indicated to us that there is an increasing awareness 
among them that a prolonged stretch of formal training 
immediately after selection and appointment is not a good 
thing. What the young engineer needs is an acquaintance 
with actual work. Thus it seems that after a short period 
of induction, the young trainee should be put througli vari- 
ous kinds of work — at the Hindustan Machine Tools, we 
were told, he starts by doing quite unskilled jobs to begin 
with — so that he gets acquainted with actual work and also 
with the organisation and the men who work there. Train- 
ing of a formal type should then follow. 

10.16 The training schedules should be such that the trainee 
would have to work as hard — ^perhaps harder — as if he were 
on a regular job. Initial softness at this stage seems to 
have had bad effects on the morale of young engineers. 

10.17 So much attention has been devoted to the problem 
of recruitment and initial training in our study because we 
think that the policy adopted regarding these has a great 
deal of influence on the availability of good personnel for 
public undertakings. The better this is managed, the less 
would be the necessity for recruiting people at senior 
levels which creates problems of poaching and migration; 
also, better would be the morale of the engineers and 
so they could not be easily persuaded to migrate. 

Graduate Engineer— Recruitment for Small Enterprises 

10.18 A rather special problem that faces smaller enterprises 
in their recruitment of graduate engineers is that because of 
their size, and the small number of higher posts, they cannot 
get good candidates to apply to them. Concerns like the 
National Instruments Factory, Hindustan Cables and 
Hindustan Antibiotics face this difficulty. The best engi- 
neering talent gets attracted to the large enterprises which 
are in the public eye and where the prospects of promotion 
are likely to be good. One solution that such concerns are 
trying is, as mentioned earlier, to secure persons with less 
formal qualifications and training them for the specific 
jobs in the concern. Another could be to follow a more 
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aggressive recruitment technique as indicated above. Some 
special incentives by way of higher remuneration or other 
material benefits may perhaps have to be provided. A 
further way could be that recruitment for such enterprises 
could be a part of common recruitment for many enterprises 
or their requirements may be met from a common cadre 
of technical personnel. 

Common Recruitment 

10.19 Common technical recruitment for public sector 
undertakings on the lines of the recruitment for various engi- 
neering services under Government is sometimes proposed. It 
is said that in the case of basic categories like engineering 
graduates or diploma-holders, such common recruitment 
would have many advantages. From the point of view 
of the prospective candidate, instead of applying to a dozen 
or more concerns and perhaps having to appear for 
half a dozen interviews before he is selected and appointed, 
he wUl have to apply, in the public sector at least, 
to only one common recruitment board. There will 
be a single test or interview and on that basis he will be 
selected and allotted. Such a common board may 
also build up an efficient machinery for interviewing, test- 
ing and so on. 

10.20 But there are serious disadvantages also in common 
recruitment. Such recruitment will tend to be more for- 
malised, and because of the sheer numbers involved, 
personality and other individual traits wiU not receive eno- 
ugh attention. Intractable problems may also arise about the 
allotment of candidates among different undertakings. The 
initiative for trying to secure the best persoimel available 
will not remain with the enterprise, and this wiU mean that 
what we described above as active— -or aggressive— recruit- 
ment will not be practised. This would not be good for 
public undertakings in a mixed economy. 

10.21 Now that we are increasingly having in the public 
sector groups of similar units under a common overall manage- 
ment, the recruitment for each group would be large enough 

•to justify the setting up of a smaE special unit for the 
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purpose. The total cadre would also be large enough to 
provide reasonable advancement opportunities. Thus there 
would be no special advantages for these groups (like 
Hindustan Steel or Fertiliser Corporation) in common 
recruitment. Small enterprises, however, may find it worth- 
while to set up a cooperative recruiting agency for small 
public sector undertakings located in a particular region. 
The possibility of a common cadre of tecWcians for such 
undertakings we shall discuss in a later chapter. 
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Objectives of a Remuneration Plan 

11.1 The basic objectives of the remuneration plan of an 
undertaking can be laid down as follows:’- 

(?) To attract the desired calibre of talent from among 
new entrants to the labour force, or from within the 
undertaking or from outside. 

(ii) To retain the talent accumulated, cultivated and 
developed by the undertaking. 

(in) To motivate personnel to a sustained liigh level of per- 
formance to achieve the objectives of the enterprise. 

Remuneration can consist of the following elements: 

{a) Salary 

(6) Incentive or bonus award 

(c) Contribution to provident fund, pension scheme, 
etc. 

{d) Fringe benefits which have a definite money value 
to the employee and which involve a cost to the 
employer, such as free use of car, free or subsidised 
housing, travel for self and family at company 
costs, personal servants on company’s pay-roll, etc. 

11.2 Remuneration being a cost to the enterprise, the man- 
agement’s approach would naturally be to keep this cost to 
the lowest level possible. But an enlightened management 
has to think in this respect not merely of short run costs 
but also of long run costs — ^and the costs have to be 
related to the value of present and future output. Pay- 
ing unduly low salaries today may mean a saving in costs; 
bu| the future growth and efficiency of the enterprise may 
thereby be affected adversely. In many public under- 
takings, there is far too much emphasis on obtaining talent 
which would keep a present machine going and far too little 

, 1. cf\ Richard C. Smyth : “Executive Compensation”, Management 

Review, January 1961, p. 10. 
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on attracting the really scarce talent that can serve the 
purpose of meeting the challenge of the unknown future. 
The remuneration offered by any organisation, especially 
when it is a very large and complex one as some of 
the major public undertakings are, should be such that at 
least a few first rate persons who possess this scarce capacity 
are attracted to it. 

Should Salaries in the Public Sector be Generally Lower ? 

11.3 A point that is very important when we think of the 
salary plans of public undertakings is— is it necessary that 
the salaries in the public sector, especially at higher levels, 
should be lower than those prevalent for similar jobs in 
the private sector? 

11.4 It is a generally accepted and well known fact that 
in India the income differentials between different classes 
of persons are too large and need to be reduced. It has 
been suggested that deliberate effort needs to be made by 
Government to “rationalise progressively scales of salaries 
and other types of remuneration paid to top executives, 
administrators, and intellectirals in all official and semi- 
official employment”. This rationalisation would involve 
the reduction of the disparity between the highest and 
lowest scales of official payments to a level similar to 
that in a country like the U.K. As a corollary of this, it has 
also been suggested that “Standards of remuneration and 
earnings at the higher levels in private modern business 
should be amenable to public regulation.”® While we 
are not dealing with the general problem of the distribu- 
tion of incomes in the country, the problem whether sala- 
ries, especially at the higher levels, in the public sector should 
be deliberately kept at levels much lower than those that 
prevail for similar jobs in the private sector very much con- 
cerns us in this study. If the Government decides to acjppt 
a policy of regulating ah salaries and payments in the cmmtry, 
whether in the public or private sector, one of the major 
causes of the non-availability or migration of personnel in 

2. D. R. Gadgil : PlaBmng and Economic Policy m India, Poona, 196 1 ^ 
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public undertakings will be removed. But there seems to 
be no likelihood at present of the Government adopting 
such a policy.® Therefore the question that we have to exa- 
mine is: what should be the approach to salary policy in 
public sector undertakings under the present circumstances? 

Highest Salaries in Administrative Services 

1 1.5 The Second Pay Commission, after an examination of 
this problem in relation to Government servants, came to 
the conclusion that reduction in the existing standards of 
the highest salaries in the Public Service would not be 
justified. But it did not also recommend any increase 
in these salaries in spite of its finding that standards of 
remuneration in private business were much higher than in 
the Pubhc Services.* Among others, an important reason 
relevant from our point of view was the Commi- 
ssion’s conclusion based on the evidence available to 
it that the standard of recruits to administrative services 
had been maintained at a high level in spite of the higher 
remuneration in private business. One advantage that 
Government has, however, in the case of administrative 
services is that the training and experience obtained by such 
an officer is not, except at very high levels, in demand from 
private business concerns. Therefore there is no possibi- 
lity of migration of such personnel on a significant scale 
to non-Government jobs. Once they are recruited, they 
remain with Government. 

Technical Personnel — Special Factors 

11.6 On the other hand, the case of technically qualified 
personnel is quite different. As we have already seen, 
there is a shortage of experienced engineers; and though 
the expansion of training facilities will reduce the absolute 
quantitative shortage, with the continuous process of 
industrialisation, and the resultant setting up of new in- 
dustrial units and new types of industries, the demand for 
engineers with some years of experience will exceed supply 

3. See 9.12 of this study. 

4. Report of the Second Fay Commission, op. cir., pp. 76-37. 
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for some time to come. Therefore, unless the remunera- 
tion offered by public sector undertakings to the engineers 
employed by them compares favourably with the remimer- 
ation offered by private sector undertakings, public sector 
undertakings are likely to lose their experienced persoimel. 
As we have seen earlier, this process has already affected 
some enterprises, and it will increasingly affect others, un- 
less steps are taken to check it. 

Examples From Other Countries 

11.7 Public undertakings, especially when they follow civil 
service patterns of salary plans, are found to be at a dis- 
advantage in recruiting and retaining competent personnel 
in all countries where a ‘mixed’ economy prevails. In 
Sweden, for example, the enterprises which are organised 
as Trading Agencies— which are somewhat similar to de- 
partmental public undertakings in India — find that their 
salary scales are falling behind those of private enterprise 
and some of them are experiencing difficulties in recruit- 
ment. That is one reason why there is an increasing pre- 
ference shown in Sweden to organising public undertakings 
as state companies; these enjoy greater flexibility in the 
matter of determining salary scales.® In theU.K., on the 
other hand, the salary policies of nationalised industries 
have never been closely linked to Civil Service scales. The 
well known instance of an executive from a business firm 
being borrowed for the top position in the British Railways 
on a very hi^ salary illustrates this quite clearly. The 
approach to this problem was explained by a senior British 
official in the following words, “The nationalised industries 
are industries and not parts of the Civil Service. ...That 
means that they shotxld be thou^t of in tenns of salary, 
as part of the business world.”® In the U.S.A. also, pubhc 
corporations hke the T.V.A. adopt salary scales which are 
mainly based on the pattern prevalent in business. In 


5. Douglas V. Vcrney; Public Enterprise in Sweden, Liverpool- 1959. 
pp. 39 and 52. 

6. Evidence of Sir John Maud, then Permanent Secretary of the Minlstrv 
of Fuel and Power, before the (U,K,) Royal (Priestley) Commission on the 
Civil Service, 1954 (Evidence— p. 1137)* 
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departmental undertakings and organisations, however, 
the Civil Service pay structure becomes applicable and the 
Federal Government has had to face a major difficulty re- 
garding the availability and retention of scientific and 
technical personnel.’ 

Government — Largest Employer in India 
11.8 When thinking about the problem in the Indian con- 
text, one other factor should be taken into account. 
The Government is the largest single employer of techni- 
cal personnel in the country. Already in 1955, 65% of 
all graduate engineers and 75% of all qualified engi- 
neers®— graduates plus diploma-holders — were employed in 
the public sector. With the considerable expansion in 
economic activity in the public sector under the Second 
and Third Plans, this predominance of the public sector 
is hkely to be maintamed. According to another source 
of information,® there was some tendency in the early period 
of the Second Plan (1956-58) for the proportion of engineers 
employed in the private sector to increase as compared to 
that employed in the public sector. But even then the pub- 
lic sector retained its predominance. Even in the two main 
categories of graduate engineers where private sector em- 
ployment was rapidly increasing, mechanical and chemical 
engineers, the proportion employed in the public sector was 
82% and 72% respectively before 1956 and 61% and 46 % 
after 1956. These figures are very approximate but they are 
good enou^ for the purpose of indicating that the public 
sector as a whole is predominant in the market for employ- 
ing qualified technical persormel. 

Necessity for Concerted Policy 

11.9 It is true that this includes all public authorities, both 
at the Centre and in the States. But the State Governments 

7. See E. W. Liadveit: Scientists in Government, Washington. 1960; 
also, ‘'inventory of Scientists and Engineers”, U.S. Civil Service Commission, 
Washington, 1956. 

8. '"Engineers in India. Number and Distribution, 1955'\ Planning 
Commission, Scientific and Manppwei Division, p. 3. 

9. Council of Scientific and Industrial Research, National Register: 
® Occupations of Scientific and Technical Personnel in India, September 1958. 
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largely follow the salary pattern laid down by the Govern- 
ment of India. Therefore for this purpose Govern- 
ment possesses a somewhat monopohstic position in the 
market for technical manpower. Such is not the situation 
in other countries. In the U.S.A., for example, in 1954, 
the Government employed only one out of every 15 engi- 
neers. Therefore, unlike in such countries, the Govern- 
ment of India can exercise a leadership in setting up the 
pattern of salaries and benefits for such personnel. This 
can, however, only happen if the Goverimient ensures that 
the various organisations in the public sector act in concert 
in the market for technical persoimel and do not compete 
with each other. This will be ensured if there is a common 
recruitment agency for all public sector organisations. But 
if for any reasons this is not considered practicable, the 
same effect will be largely attained if a common pattern 
of remuneration is evolved for all public sector undertakings. 
This will mean that broadly, throughout the public sector, 
the same remuneration — ^taking all the benefits together — 
is paid for the same type of job, thus avoiding any ‘price 
competition’ by public sector undertakings in the market 
for technical persoimel. This wifi, have to be supple- 
mented by an agreement for avoiding ‘poacliing’ of each 
others’ employees by public sector organisations. If these 
two measures can be enforced, the public sector will be 
in a better position to exercise leadership’ in the market for 
technical personnel and set the pattern of salaries which 
may largely be followed by the private sector. 

Necessity to Attract the Best Talent 

11.10 There is one difficulty in this process that needs to 
be mentioned. Technical persoimel is not a standardised 
commodity; while the average talent will constitute the 
largest proportion, and the public sector will have no 
difficulty in attracting it in enough quantity at a price set 
by it, the small proportion of first rate talent may not be 
attracted to the public sector if private sector undertakings 
pay better remuneration. Public sector undertakings which, 
as we have already seen, are largely more vital for the 
economic growth of the country should be in a position to - 
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attract a large proportion of the best talent. Otherwise, 
not only will the public sector suffer, but the rate of econo- 
mic growth of the country as a whole will also be adversely 
affected. 

11.11 The new major public sector undertakings have 
certain important advantages over most of their counter- 
parts in the private sector. There is the attraction of special 
training facilities — here and abroad. The undertakings 
being new, large and expanding ones, the promotion 
and advancement prospects can also be an important attrac- 
tion. As many of these undertakings are also adopting 
new techniques and machinery, this would provide a 
profes ional attraction. All these advantages need to 
be properly publicised and an attractive image created in the 
minds of young engineers about employment in public 
undertakings. We have already dealt with some of these 
problems in the preceding chapter. We shall deal with 
advancement and promotions in the next chapter. But 
what needs to be emphasised in the present context 
is that the best talent among technical personnel will not 
be automaticaEy attracted to the public sector unless special 
efforts are taken for attracting it. The starting salary 
is no doubt important; but even more important are 
the prospects — ^material and professional — that are open 
to them. These are indicated by the policy regarding ad- 
vancement, whether the talented person can expect rapid 
advancement or not, and the status, position and remunera- 
tion that the best among them can expect to occupy. At 
present, the impression created by public undertakings in 
these respects is not such as to attract the bestt alent. 

Highest Pay in Public Undertakings 

1 1 .1 2 The highest pay that technical persomiei can look for- 
ward to in public undertakings today is not only consider- 
ably less than that in the private sector but it is also less than 
thehighestpayfor other types of personnel employed in the 
public sector. Leaving aside the exceptional cases of persons 
specially recruited from the private sector for Ihgh level 
j50sts in undertakings Eke Hindustan Steel, the highest pay 
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that a technical man can expect to get in a public undertaking 
is Rs. 2750 p.m. It is true that the Government’s policy is 
to permit only Rs. 3000 as the highest pay in Government 
services proper, except for the Indian Civil Service officers. 
But the fact remains that at a time when there are a signi- 
ficant number of top officers in Government earning amounts 
above Rs. 2750 and when officers of this type if they are 
appointed to a public undertaking can expect to be paid 
Rs. 3000 or Rs. 3500, no technical persons are given 
this salary. This creates a feeling that technical per- 
sonnel will always play second fiddle in public undertakings. 
The top positions in public undertakings should in practice 
be open to all including technical personnel and should 
ordinarily carry salaries higher than those in Government 
services proper. (At the same time the personnel in such 
positions should enjoy much less security as compared to 
top personnel in Government. We shall discuss this point 
further in a later part of our study.) This will ensure that 
the best talent among technical persons will feel that the 
prospects both in terms of money and position open to them 
are second to none in the public sector. Taking note of tlie 
fact that the highest salary in Government now is Rs. 4000 
(except in one case where it is Rs. 4500), and assuming that 
jobs in public undertakings will carry less security and wiU 
not carry the benefit of a non-contributory pension, it 
would not be unreasonable to think of Rs. 5000 as the 
appropriate top remuneration in public undertakings. If 
and when the top salaries in Government are effectively 
brou^t down to Rs. 3000 p.m., the question of appro- 
priately reducing the top salaries in public undertakings 
could be reconsidered subject to the considerations of 
external relativity which we discuss below. 

Reduction in the Highest Salaries in the Private Sector 
11.13 What about the other problem— that of much higher 
top salaries in private undertakings? It is true that with 
the rates of direct taxation that prevail in India, the actual 
addition to salary income even with higher salaries is not 
very large. But, as against this, some other considerations 
need to be kept in mind. The prestige of high salaries in- 
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private uiidertakmgs is sonaetimes put forward as an impor- 
tant consideration. But if the public sector as a whole 
has a top salary which is less than that in the private sector, 
we do not think that the prestige of the person occupying 
such a position will be any lower than that of his counter- 
part in a private undertaking. On the other hand, there are 
real benefits attached to high salaries in private concerns. 
Contributory provident fund and in some cases pension bene- 
fits are related to these high salaries.^® These can lead to quite 
a substantial form of deferred compensation; and the pro- 
vident fund part of it remains tax-free. Moreover, in the 
private sector, there is an increasmg tendency to provide 
various kinds of perquisites and not aU of these are taxable. 
These also can make a substantial difference to real emolu- 
ments. 

11.14 While, as we have seen, the Government does not seem 
to be inclined to control the salaries paid in the private 
sector, there are some other pohcies which it can use for 
preventing unduly high emoluments being paid by private 
sector undertakings to their top personnel. The fact 
that Government employs a very large proportion of techni- 
cal personnel can be expected gradually to affect the salary 
policy of private undertakings. They would ordinarily 
not pay more than what is necessary. The Government 
may also exert moral pressure on the more important 
private undertakings to adopt a more rational policy in this 
regard. The powers enjoyed by Government under the Com- 
panies’ Act, the Income-tax Act, etc. can also be used to some 
extent to prevent very high rates of real remuneration. In 
the case of industries where there is some kind of price con- 
trol, or where protection is granted or loans are given by 
Government or by financial corporatioirs under Govern- 
ment, Government can exert pressure to ensure a reduction 
in unduly high rates of remuneration. We cannot and need 
not go further into these problems; but it is quite clear to us 
that unless a sustained effort is undertaken in this direction, 
public undertakings will always be faced with difficulties re- 
garding attracting and retaining the best technical talent. 

• 10. See, Second Pay Cmnniission Rcpoit, opxiL, pp. 84“85. 
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External Relativity at Different Levels 

11.15 If, as we have suggested above, Rs. 5000 p.m. is 
accepted as the top remuneration in public sector under- 
takings, the difference between public and private sector 
undertakings at the highest level would be much less in mag- 
nitude than it is now and to that extent the public sector 
would be less handicapped. The mobihty of personnel, once 
they have reached an advanced age, and hi^ positions, is 
also ‘likely to be less. The mobihty is much greater at 
youager ages and in junior and middle level positions. As 
we have seen, private sector undertakings are able to lure 
away the better kind of technical personnel at these levels 
because of the ‘jump’ that people can obtain through 
movement and also because of the higher remuneration, 
job for job, in large private sector undertakings. A good 
promotion poHcy will be one method of meeting this problem. 
A properly organised salary structure where, at various 
levels, external relativities are given due weight, is another. 

1 1.16 The highest remmreration being raised to Rs. 5000 
should be of help in maintaining in the public sector levels 
of remuneration which do not compare very unfavourably 
with private sector undertakings. For the reasons relating 
to relative mobihty at different levels that we have mentioned 
above, the approach should be that at junior positions, the 
total remuneration in the public sector should be nearly 
equal, say 90%, of that for a similar job in the private sector; 
at higher levels, the proportion may gradually decline; 
at levels above Rs. 2000, it may substantially decline, so 
that at highest levels it may be about 60%. These propor- 
tions are only illustrative; but they will indicate broadly 
the pattern of external relativities in remuneration that we 
consider appropriate for pubhc sector undertakings as a 
whole. We may have a slightly lower proportion even at 
the junior levels because of the strong position of the public 
sector as an employer as discussed earher. 

Uniform Salary Grades in Public Sector Undertakings 

11.17 We have already mentioned in a previous section 
that a uniform salary policy needs to be applied to all public 
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sector undertakings so as to avoid ‘price competition’. Our 
earlier discussion has also indicated that one of the impor- 
tant causes of mobility — or where mobility is prevented, 
of dissatisfaction — ^is the lack of uniformity of salary grades 
in different public sector undertakings. It is true that in 
many of the Western countries, such as the U.S.A., U.K. 
or France, no such uniformity of salaries is enforced on 
corporate public undertakings. But the situation in India in 
this respect is quite different than in these countries. The 
public sector in India is already playing an extremely im- 
portant role in the economy. With the Industrial Policy 
that has been adopted, and the allocation of investments in 
the Third Plan, there is no doubt that in the industrial, trans- 
port and power sectors, the public sector is going to dominate. 
We have already shown how the public sector dominates the 
market for qualified technical manpower. Our conclusion, 
based on this fact, was that the public sector can provide 
a leadership in determining the salary pattern in this labour 
market. But this can only happen if a uniform salary 
pattern comes to be established for the public sector 
undertakings. 

11.18 Of greater relevance to our problem in India, in this 
respect, is the experience in the U.S.S.R. From the very 
beginning of the Five Year Plans there, the policy has been 
broadly to lay down a common wage and salary pattern for 
the whole economy— the whole economy being in the public 
sector. Of course, due to various reasons, distortions in 
the pattern laid down have arisen from time to time.^^ But 
the policy has been to maintain a basically uniform pattern 
of wages and salaries in the economic system. In the last 
two years, with a new turn being given to the policy regarding 
income distribution, renewed attempts are being made to 
lay down a uniform basis for all salaries. The number 
of salary rate schedules is being reduced thou^ because 
of large differences that have historically grown up between 
rates in different industries, complete uniformity is not being 


11. See, N. A. Bulganin : Tasks of the Further Development of In- 
dustry, Technical Progress and Better Organisation of Production, Moscow, 
1955, pp. 44-46. , ' ' ■ 
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enforced immediately. But the preparatory work for that 
is being done in the following way: “Job classification cata- 
logues for engineers, technicians and office employees must 
be compiled in the next few years as a decisive basis for this 
work. Scientific principles of distributing the work of 
engineers, technicians and employees according to the degree 
of its complexity should be worked out in detail.”^^ Instead 
of trying to rectify the position later, we in India might 
preferably try to evolve a uniform salary pattern at this 
early stage of the growth of our public sector. 

Degree of Uniformity in Scales 

11.19 By unifonnity we mean that jobs requiring similar 
knowledge and experience and at the same level and content 
of work and responsibility should be paid the same rate 
or scale of pay. It does not obviously mean that the pay 
scale should be the same because of similarity of designation 
or level of responsibility in the organisation. The complexity 
of work and extent of responsibility may be quite different 
in similarly designated jobs according to the size of the in- 
dustrial unit or sub-unit, the technical nature of the job, etc. 


Distinction Between Industries 

1 1 .20 An important question suggested by Soviet practice is : 
should pay scales vary according to other criteria like nature 
of industry (basic or otherwise), the region in which the unit 
is situated and the efficiency of the unit?^® In the Soviet 
Union, higher rates of payment in industries which were 
considered to be of special significance to the national eco- 
nomy were brought into vogue for the purpose of attracting 
and retaining the best talent in these industries. This 
pofiry was considered to be “an objective necessity under 
conditions of shortage of labour” We have already pointed 


12. E. Kapustin, “Some Problems of Further Impioving the Organi - 
zationof the Wage System”, Sotsialisticheskli Trad, 1961, No. 4, Trans, in 
Problems of Economics, YoL IV, No. 3, pp. 48-49. 


For quotations about the Soviet app roe ch to these difierentiations 
ir cnticT^m, see, W. W. Ku^ The Soviet: Regime, Washington 


13 . 

and their 

Square Press edition, 1959, pp. 247-54. 

14. E. Kapustin, op, ciL, p. 47. 
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out the necessity of paying adequate remuneration in the 
public sector undertakings which in our country are the 
main supports of economic growth. On the other hand, 
it should be remembered that one of the basic reasons of the 
distortion of the wage and salary structure in the U.S.S.R. 
seems to have been this attempt to distinguish between jobs 
according to the characterisation of the industry. Our Plan 
is expected to be a more balanced one and we hope to develop 
basic industries and consumer industries simultaneously. 
It will not be proper therefore to permit differences in salary 
rates according to the nature of the industry. Of course 
it is quite possible, that in most of the basic industries, the 
size being large and the complexity of work greater, there 
will be a larger number of higher paid jobs than in other 
industries. But that is not inconsistent with uniformity 
of salary scales. 

Regional Differences 

11.21 Regional differences in salaries may be justified on the 
ground of the regional imbalance between demand and supp- 
ly. This was the ground on which such differences were 
brought into practice in the U.S.S.R. In India also, we find 
that the salary rates for technical personnel have been general- 
ly lower in Bangalore, for example, than in other major in- 
dustrial areas. The reason seems to have been that the 
output of qualified personnel was large in Bangalore and 
many of these personnel, coming as they did from the same 
region, preferred to get employment in Bangalore even at 
somewhat lower salaries. But already the situation has 
begun to change. Yoimger engineers are mobile and do 
not mind moving to other regions in search of better jobs. 
While for unskilled, semi-skilled and skilled labour, the 
market may be local or regional, even for highly skilled 
workers the relevant market is nowt ending to be wider. 
For engineers with degrees and diplomas, we must increasing- 
ly think in terms of a national market, unless of course 
the regional influences which we have described earlier 
become so powerful as to create artificial barriers in the way 
«f this natural tendency. 
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11.22 However, there is another factor which is important 
in this connection. Many of the new industrial projects 
may be located in out of the way districts where amenities 
to which a technical officer is normally accustomed may not 
be easily available. While public sector undertakings are 
increasingly providing amenities like housing and educational, 
health and recreation facilities as a part of the settingup of a 
new unit, there may still be certain handicaps for persons 
located in such places. As compared to persons located in 
major cities, these officers may have to incur extra expenses 
for special types of education for their children; or they may 
have to incur special costs on transport if no really good 
market town exists near their place of employment. A small 
construction allowance which is paid only for a short period 
is all that is additionally given at present for persons so 
situated. But the answer to the problem may lie not so 
much in having higher pay scales at these places as in provi- 
ding better amenities and special concessions to take care 
of these difficulties. Even in the U.S.S.R., the opinion now 
expressed is that “It is advisable to attract and retain workers 
in these branches not by paying them higher wages, but by 
ensuring the all-round development of these areas, by 
greatly extending housing construction etc.”^® 

Different Pay Scales Based on Performance 

11.23 The difference in actual performance of the under- 
takings should certainly mfluence the actual remuneration of 
the persons working in it, but the difference should be not 
in terms of pay or salary rates but by way of bonus or other 
such variable payments which could be in some way re- 
lated to the contribution made by different categories of 
personnel to successful performance. We shaE deal with this 
problem in a later section of this chapter. 

Organisation for Setting up Uniform Grades 

1 1 .24 At present there is not only no uniformity in the pay 
scales prevalent in different undertakings but there is also 

15. E. Kapustin, op, ciL, p, 47, 
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no adequate instrument for ensuring such uniformity. The 
only instrument that is expected to be of some use in this 
context is the existence of a representative of the Ministry 
of Finance on the boards of corporate undertakings in the 
public sector. As he is also generally the Financial Adviser 
to the Ministry concerned (or his deputy) on behalf of the 
Ministry of Finance (Dept, of Expenditure) he is supposed 
to be in a position to ensure that broad uniformities are 
observed in the determination of pay scales in different under- 
takings. But our study indicates that this has not prevented 
disparities in pay grades arising in different undertakings. 
It is obvious that if uniformity is to be ensured, and common 
pay patterns are to be established on a systematic basis, 
a more organised effort will have to be made to work out the 
appropriate pay grades for pubUc sector undertakings. A 
special Public Enterprise Pay Research Unit may have to be 
created. It may be either under the Ministry of Finance or 
under the Cabinet Secretariat. But it should be in a position 
to enforce conformity to its general pay scale pattern on all 
the undertakings. 

Main Functions of This Organisation 
1 1 .25 The main duty of this uiiit would be to decide on the 
principal pay grades for technical (and other) jobs in public 
undertakings and to indicate the standards for these different 
grades in tenns of kind of work, level of responsibility, 
qualifications required and the demand-supply position 
regarding particular kinds of qualified persons. It should 
be left to individual undertakings to apply these standards 
to determine the grade applicable to particular jobs. 
The unit can apply various kinds of checks to ensure that 
the undertakings apply the standards correctly and that a 
broad uniformity is maintained in the application of these 
standards by different undertakings. It will have the right 
to revise classifications that it considers improper. When 
new jobs are being set up or an old job is being changed or 
for any other reason needs reclassification, the consent of 
the unit will have to be obtained. Broadly, the position 
of the unit would be similar to that of the Civil Service Co- 
mmission in the U.S.A. in this respect except that the grades 
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will be decided by executive orders and not by statute and 
only the gradation of different posts will be determined by 
the unit; the number of posts will be entirely a matter for 
the management of the undertaking to decide though the 
unit may study this aspect from time to time and submit 
its findings for the consideration of the undertaking and 
the Government. 

Flexibility of the Salary Pattern 

11.26 An important advantage that will accrue from the 
establishment of a unit like this will be that broad standards 
of position classification will be uniformly laid down and 
there will exist a body of experts to cheek on their application 
in different undertakings . Moreover, a body like this will also 
be in a better position to continuously study the trends in 
salary patterns in private undertaking and, on the basis 
of such studies as well as other data on matters like trends 
in the demand and supply of different kinds of technical 
personnel, advise on the adjustments necessary in the salary 
pattern. One major difficulty from which departmental 
as well as corporate public undertakings suffer in India is the 
lack of flexibility in the salary plans. Generally a Pay 
Commission is required before major adjustments can be 
carried out and in the meanwhile difficulties arise regarding 
recruiting and retaining able persons. We have already seen 
how departmental undertakings like the Ordnance factories 
have suffered due to this lack of flexibility. Even corporate 
undertakings, as we have seen, are not much better off. 
When they are set up, they may adopt a pay structure which is 
good enough to attract talent; or they may classify jobs in 
higher grades for this purpose even thou^ they have to 
adopt the old pay structure. But adjustments, essential 
in the light of changing circumstances, are difficult because 
there is no authoritative study-group which can advise the 
undertakings as well as the Government on these matters. 

11.27 Major private undertakings carry out such surveys 
every few years to find out what is happening in the market fcxr 
good talent. They want to make sure that broadly they are 
among the well-paying employers so that they do not face 
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a problem regarding recruiting and retaining good talent. 
Public undertakings have not attempted to do this on any 
signi^cant scale and on a regular basis. Of course such in- 
formation becomes available only on a confidential basis and 
largely by way of mutual exchange. It may be added that we 
did not succeed in getting sufficient information about private 
sector salary scales which would have enabled us to make 
full-scale comparisons between public and private sector 
undertakings. But we feel confident that a special unit like 
the one suggested will be more successful in collecting such 
information because it will be in a position to make available 
the results of its own studies in exchange for information sup- 
plied. Thus it will be in a good position to advise on adjust- 
ments which are necessary for the purpose of maintaining 
proper proportions in regard to external relativities for 
different kinds of jobs on the lines indicated by us earlier. 

1 1 .28 One objection that enterprise managements can justi- 
fiably raise to any such arrangement is that it may prove 
to be too rigid and adjustments which may be needed ur- 
gently by managements may take a long time for examination 
and approval. We hope that care will be taken to see in 
organising and managing such a unit that this danger, which 
can be very real, is avoided. 

Number of Pay Grades 

1 1 .29 It is neither possible nor necessary in a study like this 
to go into various detailed problems of salary plans.^® 
A few points, however, which were specially brought out in 
our analysis regarding the problem of migration may be 
briefly discussed. 

11.30 One of these problems is the number of grades and 
differentials between them. About the number of grades. 


16. It is not necessary for us to go into the various technical methods 
which are used in preparing pay plans. These are described in many standard 
w’orks. The following may serve as brief introductions to the techniques: 

(0 Royal Commission on the Civil Service (U.K.), op. cit,. Evidence, 
, pp. 1089-90 — ‘‘Salary Scheme Employed in Imperial Chemical 
Industries”. 

(//) “Maturity Curves and Salary Administration”, Management Record^ 
VoL XXrv, No. U (January 1962), pp. 14-17. 

(in) “Salary Administration for the Line Manager”, Personnel^ Jan.- 
' Feb. 1962, pp. 26-34. 
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it has sometimes been said, “there should be enough grades, 
but not too many’". As we have seen in Part II, too few 
grades can be a handicap in that recognition of the higher 
responsibility, complexity or value of different jobs becomes 
difficult to provide and therefore recruitment and retention 
become difficult. Too many grades are obviously unde- 
sirable as this only leads to confusion because the distinction 
between job-levels becomes blurred. The number of grades 
will also depend upon the total spread between the lowest 
job and the highest. For the type of persoimel that we are 
concerned with in this study, the value of the lowest job will 
have to be the same for the same type of personnel in all 
public undertakings; the value of the highest job will de- 
pend upon factors like the size of the enterprise, its com- 
plexity, etc. 

Ratio of Highest to Lowest Pay 

11.31 One question that is generally raised as regards diffe- 
rentials is, what should be the ratio between the lowest 
and the highest payment?. For the country as a whole, the 
Taxation Enquiry Commission had suggested^’ that the 
maximum personal income after tax should not exceed 30 
times the average family income in the country; it had also 
explained that this was to be attained by stages and not imme- 
diately. The highest remuneration that we have indicated 
as proper in public undertakings in present circumstances, 
viz., Rs. 5000, bears a ratio of 22:1 to the average family in- 
come (1960-61), assuming a family of five persons and after 
allowing for personal direct taxes. 

Necessity of Higher Grades Than Exist at Present 

11.32 An objection to laying down Rs. 5(M0 p.m. as the ma- 
ximum remuneration in a public undertaking would be that 
instead of gradually reducing large disparities where they 
exist, we are suggesting increased disparities where they are 
at present lower. There is validity in this argument. But 
we have to take note of the situation as it is and try to suggest 


17. Report of the Taxation Inquiry Commission, 1953-54, Vol. I. 
Delhi, 1955, p. 154. ) 
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a solution to the particular problem under study which 
is largely in keeping with the basic policies of Government. 
The Second Pay Commission had, in its report, discussed 
at length how the disparities in income in the private sector 
are growing and also how the number of persons with high 
salaries was growing in the private sector.^® We need not 
repeat its arguments. We may however point out that while 
among income-tax payers in the country as a whole, those 
with incomes above Rs. 30000 p.a. constituted 4.10% among 
persoirs whose principal source of income was their salary, 
and 2.17 % among those whose only source of income was 
salary, in the same year, 1959-60, the proportion of persons 
drawing above Rs. 30000 in public undertakings constituted 
only 0.4% of the employees drawing Rs. 3600 p.a. and above 
(see Table on p. 118). Thus as compared to the salaried 
groups in the country as a whole, the proportion of employees 
in public undertakings who earn salaries above Rs. 30000 
p.a. is very small. The proportions are also comparatively . 
lower in the case of middle groups in the income-tax paying 
range of employees. It is necessary therefore that the salaries 
in public sector undertakings should be somewhat raised so 
as to make positions in them less unattractive from the point 
of view of emoluments. This will also be of some help from 
the point of view of attracting back to the country technically 
qualified persons who after completing their studies abroad 
tend to stay on in foreign countries. 

1 1.33 We are suggesting later in this study that a part of the 
emoluments of even high paid employees should be related 
to some measurement of their performance. Thus the 
highest remuneration level that we suggest will not be quite 
similar to a fixed salary of Rs. 5(XX) p.m. 

Minimtm Pay for First Class Engineers 

11.34 For the personnel we are concerned with in this 
study, our investigations and discussions in regard to public 
as well as private undertakings indicate that the starting pay 
of a first class technical graduate after he completes his 

* 18. Report, op. cit., pp. 81-84. 
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training-cz/m-probation period of two or three years should 
be about Rs. 500 p.m. Of course there may be jobs below 
this level which engineering graduates who are not found to 
be very good may have to accept as a starting point. But 
in our judgment, if the public sector undertakings are to 
attract at least a fair proportion of first class engineering 
graduates, a starting salary of Rs. 500 needs to be offered 
to them. This will not be considered excessive when we take 
into account the fact, already mentioned earlier, that the 
starting salary in large well-known private undertakings for 
such persons is about Rs. 600 to 700 p.m. 

Pay Differentials Necessary for Incentives ? 

1 1 .35 Another major question that is raised in this context 
is: how far are large differentials necessary to bring forth 
the best technical and managerial effort from persons em- 
ployed in such jobs? We do not propose to discuss this 
question at length in this study. We only need to mention 
that in most countries income differentials seem to be 
accepted as one of the most important levers for getting 
the best out of people, especially in the field of material 
production. In the U.S.S.R., except for a short period 
after the October Revolution, wage and salary differen- 
tials have been extensively used for this purpose. Es- 
pecially in the early period of industrialisation, with 
the demand for qualified technical manpower always 
outrunning supply, it was found necessary to provide subs- 
tantial differentials by way of incentives to people to improve 
their technical knowledge, competence and performance. 
It is only now that the policy is gradually changing, not to- 
wards ‘equalisation’ — ^this is considered impossible to attain 
for a long time — but towards reducing the differentials. 
It is felt that with a better balance between supply and 
demand for manpower, and also with a greater degree of 
‘socialist consciousness’ among people, reduced differentials 
would not now be harmful.^® 

19. See— in this connection,— E. Manevich; “The Principle of the 
Personnel Incentive and Certain Wage Pioblenis in the USSR”, trans. 
•Problems of Economics, Vol. It, No. 1 (May 1959), pp. 20-26. 



120 


Future Policy 


11.36 It has been said that this kind of experience is not 
necessarily relevant to the situation in our country. Prof. 
Gadgil, in a paper to which we have made a reference earlier, 
pleads that given proper leadership and guidance, the code 
of values of the elite can be so formed that large income 
dilferentiais would not be necessary as incentives to bring 
forth their best efforts. “There is nothing in the Indian 
tradition or in the existing Indian situation to show that socia- 
lly valuable or highly responsible intellectual effort has been 
called forth only or chiefly by high incentive payments”, 
he says.^° We are not certain that, leaving aside intellectual 
efforts of an academic type, intellectual effort that concen- 
trates on problems of production will always come forth 
or does come forth in India today without high incentives. 
Such pr obing of the minds of high quahty technical and ma- 
nagerial personnel as we have been able to do for our study 
indicates that incentives play an important role in the degree 
of effort that is brought forth in the field of material pro-^ 
duction. This may not be true of all persons. It is 
however true of a sufficiently large number to lead us to 
the conclusion that it would be idealistic to base our policy- 
on the assumption that a change in the code of values of such 
personnel can be expected in the near future. As regards 
OUT traditional values,®^ we are not certain that material 
incentives were not important at least for the functions allo- 
tted to the Vaisya and the Sudra‘, it is possible that the in- 
centive for Brahmanical functions was intellectual eminence 
and spiritual salvation and that for Kshatriya functions was 
the love of power and glory. But we are now concerned 
about production efforts, not about purely intellectual, 
martial or political motivations. 

Present System of Pay Grades 

11.37 In all public undertakings, salary grades are fixed, 

20. D,R. Gadgil, op. c/7., p. 22. 

21. It is interesting to note that according to the authoi of Anhasasira, 

the proper scheme of salaries and wages was as follows: miscellaneous 
workers~60; artisans— 120; superintendents of departments— 1000; supei- 
mtendents of commerce, manufactories etc.— 12000; ministers— 48000. 
vAll figures relate to Shantasastry (ed.) Kautilya’s Arthasastra 

(ed. 1961), pp. llb’Tn. 
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as in Government services, with a minimum and a maxi- 
mum with a time-scale of increment; in most cases there is 
a fixed annual increment. In some salary grades there 
is an ‘efficiency bar’; but the proportion of cases where a 
person is held up at the bar is negligible. While rules permit 
of stoppages of increments as a punishment, this is usually 
related to serious misconduct and such other reasons. Effi- 
ciency of perfonnance can be, in theory, rewarded by extra 
increments; but except in a few cases (like the D.V.C. in its 
early years), this method also is not much in use. 

11.38 This system has the great merit that it is simple 
and therefore easy to understand and administer. Be- 
cause very little is left to the discretion of any authorities, 
once a person is appointed and confirmed in a particular 
job, there is no possibility of anything unfair or unjust being 
done as between different persons. Employees feel secure 
about obtaining their increments every year and there is no 
possibility of nepotism, favouritism, etc. in this respect. 

Demerits of Present Practice 

11.39 There are certain serious demerits of this system to 
which we may now draw attention. As regards the range of 
the pay scale, the minimum and the maximum being fixed for 
every individual in a particular job at the same level, the 
fact that the value of any job (especially in the higher ranks) 
to a productive enterprise is to some extent variable according 
to the capacity of the individual to perform it, tends to be 
ignored. It is true that the basic value of a job has to be 
thought of not in terms of the particular individual who is 
holding it at the moment but in abstract terms. But, es-^ 
pecially in the case of high level technical (or managerial) 
jobs such as we are concerned with in this study, the parti- 
cular individual can make a difference in the value of the 
job he is holding. He can make it more or less valuable by 
his own initiative, drive and performance. But in our pre- 
sent scheme of salary administration, such individual vari- 
ations are not recogmsed. 

11.40 Fixed annual (or biennial) increments have a valid 
basis. Ordinarily the sheer fact that a man continues in a 
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particular job makes him slightly more valuable to the em- 
ployer. This increase in his value is however bound to be 
limited; it may be high in the first few years but it will be 
lower later. But under the present time-scale incre- 
ments, a man goes on getting annual increments wdiether his 
past performance and future potential justify his obtaining 
an increment or not. Moreover, a person w'hose performance 
has been indifferent, gets the same increment as a person 
whose performance is genuinely good. Thus an effective 
method of providing an incentive for better performance 
is lost to public undertakings because of this system of fixed 
annual increments. 

11.41 (/) Variable maximum value for a job, and (//) , merit 
increments have the special advantage that they can make 
allowance for the intangible aspects of perfonnance as well 
as the tangible ones. In this respect they are better than 
bonuses related to some general index of performance.®^ 
Therefore they are especially suitable as incentives for mana- 
girial officers — whether on technical or non-technical jobs. 
It is true that to use these incentives, a carefully worked 
out method of appraisal of performance is necessary. A 
proper organisation for ensuring that superiors at every level 
are properly trained in the methods of appraisal and some 
common standards of appraisal are maintained have also 
to be built up. But this will be a small cost to pay for the 
incentive effect these will have on performance. 

Variable Maximum Pay for a Job 

1 1 .42 It is not necessary to point out in detail how these 


22. See later in this chapter the discussion on bonus payments. Soviet- 
type managements seem to have realised this problem for some time now; 
cf, : ^The more complicated the work... is, the rriore impossible it becomes 
to measure its results, its standard, and its quality by means of one or two 
‘objective indices’... For example, while the work of the chief technologist 
of an enterprise affects the volume of production and must contribute to 
any reductions in cost which are achieved, yet the effect of his present work 
may not be felt for a year or so... The work of most technologists and 
administrative and managerial employees in responsible positions is of such a 
composite nature that it cannot be gauged by means of a hhermcmetet’ of 
2-3 indices, but must rather be evaluated in a many-sided complex manner.” 
Janos Kornai — Overcentralisation in Econcmic Administration, trans. John 
Knapp, (London, 1959), pp. 90-92. ^ 
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two ideas are to be actually put into practice. Some re- 
ference has already been made to introductory material on 
this problem. The main points about the changed system 
may however be briefly mentioned. 

11.43 The normal maximum value of a job should be set 
on the basis of the complexity and responsibility of the job 
when done fully and well by an experienced man. But the 
actual worth of any ‘oflnicer’ job depends to some extent on 
the calibre of the man who is doing it. Therefore a range 
of maxima are built around this normal maximum; the 
range may be from 90% to 110% of the normal maximum. 
Of course there may be an officer who is found to be not 
•even up to the minimum requirements of his job. In that 
case, special consideration will have to be given either to 
improving him, transfering him to another less important 
job, or dismissing him . Or there may be an outstanding man 
whose value in the job can be rated significantly above 110% 
of the normal. But the majority of officers would fall bet- 
ween these ranges. The particular maximum to which the 
individual will be moving through merit increments will 
depend on the appraisal of his abilities and qualities in the 
particular job. A new-comer to the job will probably have 
■90% of the normal job value as his personal maximum; 
later on he may rise in his abihties and qualities and his 
personal maximum will increase to any point in the given 
range. Sometimes a person may deteriorate and his per- 
sonal maximum may have to be reduced. But ordinarily, 
after the first year or two, the individual’s personal maximum 
in the job will remain stable, though a few individuals will 
.always grow in their jobs, and thus have their personal ma- 
xima increased. 

Variable Increments 

1 1 .44 Experience, useful knowledge and skill take time to 
acquire. The rate of increments should be such that ever)' 
person should be brought to his personal ma.\imum by the 
time he would be doing the job as well as he is ever likely 
to do it. The period required for this may be normally five to 

* ten years, depending upon the nature of the job. But the 
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actual period taken by a particular individual may be shorter 
or longer than this according to circumstances, his previous 
experience and skill. A man with promotion potential will 
reach the maximum within the normal or even less time; 
another may take much longer, or may not reach there 
at all. 

11.45 The main point about a system of variable merit in- 
crements is that an employee whose perfonnance does not 
warrant consideration for an increment should not receive 
it. The increment should also vary according to the per- 
sonal maximum of the individual and the rate at which it is 
considered proper that he should reach it. 

Extra- Increments for Continuous Good Service 

11.46 Once a person has reached his personal maximum,, 
he caimot earn any regular increments in his existing job. 
The incentive then for him is to obtain a promotion. An- 
other could be to have his personal maximum increased. 
Another alternative for providing incentive to a man who 
continues to perform good service in his job but cannot be 
promoted would be some sort of special increment, granted 
every three years or so. This last method is of special use 
in the case of certain categories of highly specialised technical 
or scientific personnel in whose case, because a regular hier- 
archy cannot be set up or because the number of higher jobs 
is small, even persons with good records cannot be promot- 
ed. Another alternative way of advancing such persons is 
to have flexibility regarding the number of jobs at higher 
levels.®* Adoption of one of these alternatives can take 
care of some of the difficulties of research personnel in enter- 
prises like Hindustan Antibiotics or maintenance engineers 
in various enterprises that we have explained earlier in this 
study. 

Rapid Increments at Early Age 

11.47 An important point that needs emphasis from the 

23.. e.g. See Report of the (U.K.) Barlow Committee on Scientific Staff, 
paras 9 and 10 and the Government’s decisions on "it in ‘The Scientific 
Civil Service’ (H.M.S.O., cmd. 6679, London, 1953). 
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point of view of retaining good technical personnel in a situa- 
tion of keen demand for it is that increments need to be 
rapid in the early stages of a man’s career. This is necessary 
because it is at this stage that he is most mobile. His needs 
also increase rapidly at this stage of his career as he gets 
married and has to set up a house and so on. Therefore he 
is more likely to follow the urges of his financial needs and 
move to a better job if his remuneration increases too slowly 
at this stage. If he is good, aird has obtained valuable ex- 
perience, he is very likely to be in demand outside. These 
considerations should be kept in view in deciding the policy 
about increments as well as promotions. In public under- 
takings, the increments in the early stages of a young man’s 
career seem to be slow. The old scale of Rs. 350-850 with 
biennial increments of Rs. 30 is still prevalent in many under- 
takings an d this seems to create a good deal of justified dis- 
satisfaction. One of the methods which effectively bind 
personnel in some private undertakings to their employers 
seems to be the rapid increments that they obtain at a 
young age. Even though the later advance is much slow- 
er, they then find it difficult to secure another employment 
where they could get a comparable salary before they 
r each middle age. 

Special Payment for Unpopular Jobs 

11.48 What can be called ‘white-collar’ technical jobs 
are specially preferred in India by many persons with en- 
gineering degrees. Jobs involving office work are therefore 
in greater demand. Jobs which require W'orking, even as 
a supervisor, on the shop-floor or where direct control 
over production is involved, or shift-work is the rule, are 
disliked. We found, as mentioned earlier, some re- 
sentment among qualified engineers posted to jobs of the 
latter type. This resentment is obviously unjustified. 
One way to reduce it would be, as seems to be the general 
practice in many countries including the U.S.S.R., to give 
a production job to every engineer at the beginning of his 
career. Only later should a selection be made of those more 
suitable for specialised staff jobs like designs, industrial 
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en^neering, etc. This will be useful also from the point of 
view of the engineers’ own professional competence. It 
may also be worthwhile considering whether some extra 
benefit could not be given to people put on the less preferred 
jobs in the shape either of allowances (such as are given to 
workers in ‘hot-shops’ in steel mills) or of other benefits 
like additional leave. Of course, if as we suggest in the next 
section, a system of production or other bonuses is made 
applicable even to junior and middle level officer categories, 
officers directly on production jobs would earn substantial 
additions to incomes which would not be, at least in the same 
measure, available to those employed in staff jobs. In 
that case this source of dissatisfaction is bound to vanish and 
we may even face a situation when people would refuse to 
accept promotions which involve movement from a direct 
production job to some kind of a staff job.^* 

Are Bonuses Necessary? 

11.49 The kind of personnel that we are concerned with 
in this study get no bonuses in public sector undertakings. 
The approach that at present seems to be accepted is that a 
person with the kind of education and status that an officer, 
technical or non-technical, enjoys should always do his 
best, especially when he is being paid a reasonable salary. 
Public interest together with the prospects of promotion 
should provide enough incentive to him. Public officials 
employed in normal Government work, it is said, do their 
job efficiently and conscientiously without any extra payment. 
Why then should it be necessary to pay anything extra to 
a man working in a public undertaking? 

11.50 While this is a plausible approach, experience in 
many countries and practices based upon it suggest, and it is 
also widely held amongst people who have experience and 


24. In the Soviet Union, this problem came to be so troublesome that 
.in recent years, to encoura^ production peisonnel to take up staff jobs, 
it has been decided that a supervisory job should be specially paid at a higher 
rate. To encourage qualified personnel to take up work such as that of a de- 
sign engineer, the salaries of this category have been specially raised. See— 
V. Markov : ‘‘New .Features in Organising the Material Stimulation of Tech- 
nical Progress'% trans. from Planvoe Khoziaistro, no. 6, 1960, in Problems of 
Economics, Feb. 1961, pp. 72-73. 
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knowledge about the working of business-type organisations, 
that remuneration related to performance pays in terms of 
results obtained. A good salary is no doubt useful in attrac- 
ting good talent. But “people usually come to look upon 
their salary as compensation due to them for fulfilling the 
requirements of the job”, it has been said, “and therefore it 
provides little or no inducement to put forth extra effort.”"* 
Prof. Berliner on the basis of a study of Soviet management, 
points out,®® “The salary may be looked upon as the payment 
for carrying out the normal functions of office — ^for doing 
a month’s work. The premium is a payment for the exce- 
llence of the work. The salary is paid for doing the job, 
the premium for doing it well. The increase in the ratio of 
premium to base salary in managerial income in recent years 
is evidence of the state’s awareness of the relatively greater 
effectiveness of premiums as a goal.” Moreover the close 
link between premiums and successful performance has the 
result that “premiums, like profit in the market economy, 
bring not only affluence but prestige”. His conclusion is: 
“To be sure, persons who are not premium-oriented can 
survive and advance in the interstices of the system, like the 
Owenite entrepreneur in the capitalist system, but they do not 
swim in the m^n tide nor do they reflect the true temper 
of management.”®’ 

11.51 We think that India can ignore the experience 
of the U.S.A. and U.S.S.R. in this respect only at her peril. 
Public sector undertakings are going to play a vital role in 
our economic growth and nothing, however untraditional, 
should be left undone which seems likely to improve the 
efficient performance of these undertakings. A recent study 
on the problems of industrial development in backward 
countries specially stresses the importance of injecting in- 
centive techniques in the operation of public undertakings 
if efficiency consciousness is to be created. “Much can be 
done”, it is said there, “by rewarding everyone connected 


25- Herman W. Steinkr^uss: “Motivating” in H.B. Maynard (ed.) 
Top Management Handbook (McGiaw Hiii, N.Y., 1960), p. 354. 

26. Joseph S. Bertiner : Factory and Manager in the USSR (Cambridge, 
U.S.A., 1957), p. 46. 

27. ihicL, p. 56. 
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with the plant more if he does a superior job than if he does 
a mediocre job. Good incentive reward systems do not 
cost ; they pay their way countless times over in improved 
economic results.”®® 

Basis for Boms Payments 

11.52 We need not go into the various kinds of bonuses 
that can be used for rewarding technical personnel at the 
officer levels. Broadly speaking, bonuses should be related to 
the efficient performance of the undertaking or part of the 
undertaking that is under the charge of the individual con- 
cerned. The norms for measuring performance®® can be based 
on output, profit, cost, introduction of new technology or any 
combination of these. Care has to be taken, especially in 
a monopolistic or oligopolistic situation such as public 
undertakings enjoy in India, to see that norms are properly 
fixed. As circumstances change, the norms will have to 
change and the priority given to various objectives may also 
change. As in the case of pay grades, continuous adjust- 
ment to changing conditions will have to be ensured if bonu- 
ses are to serve effectively as incentives.®® This may well 
be one of the tasks of the special PubUc Enterprise Pay Re- 
search Unit that we have suggested earlier. We under- 
stand that a report prepared by two Soviet experts on In- 
centive Payments in Indian Public Sector Undertakings 
suggests the establishment of a system of bonuses not 
only for workers but also for engineers and technicians. 
We hope the Government and the managements will take 
early steps for the institution of such incentives. 

11.53 The system of variable increments that we , discussed 


28. Murray D. Bryce: Industrial Development, {N.Y., 19^0). 
pp. 69-^70. 

29. See — H, K. Paranjapc, ^‘Measurement of Management in the Public 
Sector’% Indian Journal of PubUc Administration, Vol. VI, No. 2, pp. 159-176. 

30. For Soviet and similar experience about bonuses, the foUowintt may 
be found useful: D. Granick, op, cit; J. S, Berliner, op. e/V.; V. Katkolf: 
Soviet Economy — 1940-1965 (Baltimore, 1961); various articles in the iournal 
— Problems of Economics — some of which have already been cited ; .Jan. M . 
Michal: Central Planning in Czechoslovakia (Stanford, 1960); Kornai* 
op, cit. ; Bela A. Balassa : Hungarian Experience in Econonuc Planning (Yale’ 
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in the earlier section may be considered as an alternative to 
a system of bonuses. How these two are to be combined 
at various levels is a matter that will require more detailed 
examination than is possible in this study. Broadly speak- 
ing, it could be said that bonuses should be more empha- 
sised for incentive purposes' at lower levels and variable 
increments at higher levels. This is because, as mention- 
ed earlier, as come to higher levels of jobs, the com- 
plexity of functions and responsibilities grows and there- 
fore it becomes difficult to judge performance on the basis 
of any single index or even a combination of indices. 

Importance of Changes in Pay 

11.54 We have laid so much emphasis on the problem of 
pay because we think that continuance of the present policy 
in the public sector in this regard is likely to have dan- 
gerous consequences. Pay which is significantly lower, 
especially at the junior and middle level positions, will make 
it difficult to attract and retain the best among qualified en- 
gineers in the public sector. But when we therefore 
suggest that higher remunerations should be offered which 
will have some proper relationship with private sector sal- 
aries, this should not mean an indiscriminate offer of higher 
remuneration to everybody. One of the troublesome 
features of public undertakings, as a senior manager in one 
of them put it, is that no distinction is made between “a 
race-horse and a donkey”. It is the ‘race-horses’ who can 
jump fences and migrate to the private sector and a proper 
scheme of incentive payments will ensure that they do not 
feel the necessity to so migrate. 

Pension Scheme for Preventing Migration? 

11.55 It has sometimes been suggested that a system of 
non-contributory pension benefits on retirement could be 
an effective way of preventing migration on the part of 
technical personnel in public undertakings. Leaving out 
of consideration the administrative problems involved in 
organising such a scheme for any enterprise individually, we 
think that when large disparities in pay or promotion 
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prospects exist, the fear of loss of pension may have only a 
marginal effect on migration. We have already mentioned 
that there have been notable cases of persons foregoing long 
periods of pensionable service for obtaining superior jobs. 
We may also point out that the possibility of discharging 
persons found to be below the mark would be very much 
reduced if a discharge also involved an almost complete loss 
of retirement benefits as happens in the case of Govern- 
ment servants. We would much rather prefer the provi- 
sion of direct and immediate money benefits which would 
act as incentives for good talent to remain with the public 
sector and perform efficiently. The higher pay suggested 
by us is based on the assumption of a non-pensionable 
service. There should however be no objection to an enter- 
prise undertaking or assisting in the organisation of a con- 
tributory pension scheme. 



XII. PERSONNEL DEVELOPMENT, ADVANCEMENT 
AND MIGRATION 

Importance of an Appraisal System 

12.1 Proper appraisal of the existing personnel is one of 
the most important, but unfortunately also one of the most 
neglected, functions of management at all levels. Care- 
ful appraisal no doubt takes time and superiors at every 
level, busy as they are with constantly pressing operational 
problems, tend to put off this task till it cannot be postponed 
and then complete it in a hurry. Moreover, little effort is 
made as yet in public undertaldngs either to impress, on 
the minds of managerial officials the importance of careful 
appraisal or to train them in the techniques. The appraisal 
forms in many undertakings are borrowed from traditional 
governmental forms and hardly is much thought devoted to 
scrutinising and improving them. Merit increments, per- 
sonnel development programmes and a good policy of ad- 
vancement cannot be introduced in an organisation unless 
the system of appraisal is improved in all these respscts.’- 

Why Personnel Development? 

12.2 Once a proper appraisal of an individual’s perfor- 
mance, abilities as seen on the job and potentialities is made, 
the next stage is to arrange for his development. The 
development programme may be either for the limited pur^ 
pose of helping the employee to get over his particular limi- 
tations, angularities or lacunae, or it may be for the wider 
and more long term purpose of helping him positively to 
improve his abilities and develop his potentialities. Deve- 
lopment of the employee is not only good for him; it is of 
value to the employer as well as to the community.^ Tliis is 


1. For a brief but valuable introduction to this, see — Commission on 
Organisation of the Executive Branch of Government — ^Task .Force Report 

♦ on Personnel and Civil Service (U.S.A., 1955), pp. 91-93. 

2. For the emphasis placed on personnel development progr ammes, see : 
Report on Personnel and Civil Service by (Hoover) Commission on Organisa- 

, tion of the Executive Branch of the Government (U.S.A.) (February 1955),, 
pp. 45-51 ; also National Coal Board (U.K.) — Report of the (Fleck) Advisory 
C<«mmittee on Organisation (1955), p. 24. 
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particularly so in the case of technica' talent which is and 
will remain short of requirements in our growing econo- 
my. It need not be emphasised that public sector enter- 
prises, orientated to the objective of building up a socialist 
society, have even a greater responsibility to see that every 
employee is provided maximum assistance for development. 

Facilities for Technical Training 

12.3 An important aspect of the personnel develop- 
ment programme, especially in the case of technical per- 
soimel, will consist of training facilities for helping such 
personnel to improve their qualifications. At a time when 
there is such a shortage of qualified technical personnel 
as we have in India, and when the opportunities for join- 
ing proper engineering colleges and institutions as full- 
time students are so unequally available to different sec- 
tions of the population, arrangements need to be provided 
on a large scale by enterprises to facilitate study and 
improvement of ability by their less qualified employees. 
As we have seen earlier, many of the new public 
undertakings are providing excellent facilities for the ini- 
tial training of various kinds of technical personnel; 
but facilities of technical education for persons already em- 
ployed are not as yet provided by most undertakings. The 
Soviet example is very useful in this respect. Various kinds 
■of special facilities have been provided in the Soviet Union 
for part-time technical education. Those who do well 
in these courses' are given special scholarships to become 
full-time students at a later, stage of their education. As 
a result of this system, the number of technically qualified 
persons went up rapidly even in the period of the first two 
Soviet Five Year Plans. In other Soviet-type countries, 
similar policies are in vogue.® 

12.4 Indian public undertakings need to do a great deal 
more than they are now doing in this direction. No doubt 

3. See in this connection— K. Galkin: The Training of Scientists in the 
.Soviet Union (Moscow, 1959), pp. 68, 77-78, 171-72; N. Spulber; The Eco- 
nomics of Communist Eastern Europe (N.Y., 1957), pp. 396-97; Bienstock, 
Schwarz and Yugow: Management in Russian Industry and Agriculture 
(N.Y., 1944), p. 92; D. Granick, op. cit., pp. 43-44. " , 
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there are a few concerns where some facilities are provided. 
But this practice needs to spread more widely. The more 
such facilities are provided, the larger will become the sup- 
ply of technical talent. Moreover, if this improvement in 
technical qualifications occurs as a result of facilities pro- 
vided by the enterprise, the employee will feel a special 
loyalty to it and his improved abilities and knowledge will 
be available to the undertaking. Especially for the supply 
of qualified and experienced personnel for occupying senior 
supervisory and junior management positions, such progra- 
mmes will be of real use to a public undertaking. 

Development of Engineers in Management Skills 

12.5 In addition to facihties for further learning in a per- 
son’s own specialisation, an important part of the persoimel 
development programme has to be directed towards 
helping him to develop administrative and managerial 
ability. The loigher the level of a job, even on the 
‘technical’ side, the greater the importance of these, and the 
less that of technical proficiency. (Tliis would not be true 
of a few highly specialised jobs ; we shall refer to these 
later in the discussion.) Providing facilities for learning 
the techniques and the knowledge required for operating 
at progressively higher levels is very important.^ Failure 
in this respect is one of the main reasons why in many or- 
ganisations we find a total absence of mutual understand- 
ing between technical persoimel and the so-called admini- 
strative and managerial personnel. It is interesting to note 
in this connection that more and more use is being made 
in Soviet industry of what are called ‘engineer-economists’, 
i.e., economists with training in engineering; and engineers 
are also being increasingly provided with facilities to learn 
practical economics.^ 

12.6 To explain the objectives of this aspect of per- 
sonnel development we caimot do better than quoting the 


4. See — J. Douglas Brown and Frederick Harrison, op. at., pp. 25-30 
and 87-88. 

5, ^ See — O. Kozlova and V* Girdvsky: ‘‘Training Economic Cadres for 
Industrial Enterprises’’, trans. Problems of Economics, VoL I, ISlo. 12., 
pp. 26-29, 
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following passage from the Task Force Report on Personnel 
and Civil Service prepared for the Hoover Commission 
in the U.S.A. : 

“ . . it should be the function of the executive develop- 
ment program to develop administrative ability which is 
over and above professional, vocational or technical pro- 
ficiency — the capacity to understand and direct the work 
of others, to accept responsibility, to exercise good judge- 
ment in making difficult decisions, and to give confidence 
to others in trying circumstances. In addition to develop- 
ing these essentially personal qualities and perfecting the 
skills that make them effective, administrators need to 
understand the context in which they work, the larger 
orgamisation of which their unit may be a part, and its 
place in the Government and Society as a whole. They 
need to be able to dovetail the work of their organisations 
with that of other organisations as well as to get good team 
work within their own circle. They need to learn the 
attitudes and habits of horizontal coordination.”® 

12.7 These remarks are of special value in thinking of the 
development of technical personnel with very specialised 
education for holding progressively higher responsibilities 
in business undertakings. 

Important Aspects of Development 

12.8 We need not go into the various methods of personnel 
development. We would however like to make a brief 
reference to two points which seem to us important in our 
context. One is that on-the-job training and development 
is one of the most important tools of personnel develop- 
ment; and this is especially important in the case of univer- 
sity educated engineers who join industry. Middle-level 
managers under whom these young men work need to be 
specially asked to attend to this, because their interest and 
guidance can make an enormous difference to the develop- - 
ment as well as the morale of the young engineer. The 
second is that a system for early identification of potentially 
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high talent needs to be established if development pro- 
grammes are ultimately to serve the purpose of making 
available capable persons when they are needed by the 
organisation. The development of such individuals needs 
to be carefully planned so that they obtain the necessary 
training. At some levels, this may consist more of technical 
training in very specialised areas and functions; at others 
it may consist of opportunities for developing breadth of 
outlook. Certain key positions need to be established as 
training positions^ where such persons can obtain valuable 
experience and can be observed by top managers so as to 
judge their capabilities. The person may have to be rotated 
among various positions, technical and non-technical, line 
and staff, field and headquarters, so as to provide him with 
a variety of experience and an opportunity to prove his 
capabilities.® It is specially necessary to emphasise this 
aspect in the case of tech n ical officers because if they are 
not provided with such opportunities, they are never likely 
to be able to reach top positions; and potential top mana- 
gerial talent is not so plentiful that we can afford to waste 
any good source of it. In our investigations we came 
across a number of technical officers holding high managerial 
positions in large private undertakings who explained that 
this was the best way to develop top management for the 
future. We find that not enough attention has been given 
to this kind of development of technical personnel in public 
undertakings. 

Should Engineers Become Top Managers? 

12.9 This brings us to the important and somewhat contro- 
versial question about the pattern of promotions for techni- 
cally qualified personnel. Should the advancement of such 
personnel lie mainly in their own specialised line or should 
it lie in the whole raea of top management? There is no 
doubt that up to the middle level positions in a production 

7. See—Wiillam T. .Brady— "‘Planned Management Development \ 
in H. B. Maynard, op, cit., p. 494* 

8. See — Hoover Comirtission Task Force Report, op, cit., pp. 70-71; 
^ also (U.K.) Report of the (Herbert) Committee of Inquiry into the Electricity 

Supply Industry (London, 1956), p. 86. 
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organisatioii, the main job of a person will have to be 
related to his technical knowledge and experience. Some 
element of managerial skill he will no doubt require, but 
he has mainly to be proficient in his technical field. At 
positions above this level, except for a few highly special- 
ised jobs, managerial skill will be more and more 
important, though a background of teclmical knowledge 
and production experience may also be necessary. There- 
fore the promotion avenues for technical personnel will lie 
mainly within their particular field of speciahsatioa up to 
the middle levels; for those who are found capable of rising 
to still higher positions, they will normally lie in a wider 
and wider area. Where exactly the dividing line can be 
drawn will naturally depend upon the type of technology 
in use in the enterprise. If it is a highly complex technology, 
probably mobility up to rather high levels will have to he 
within the area of specialisation. 

12.10 Technical people can be quite successful as top 
managers. Experience in the U.S.A., U.K., U.S.S.R., as 
well as in private sector undertakings in India proves this,® 
We do not mean to say that a technically qualified and 
experienced person alone can be a good manager, nor that 
every such person can be one. But there are technica^l 
people who can be very successful top managers ; and this 
opening should not be denied to them. The argument 
that technical talent, being scarce, should not be wasted 
on managerial jobs which can be as well handled by 
others is a specious one. A top job is a top job 
and naturally people aspire for it. The fact that 
few of the top positions in pubhc undertakings in India 
have been occupied in the past by technical people is an 
important reason for the dissatisfaction and feeling of 
grievance that one finds among technical people employed 
in the public sector. However the position has already 
been changing and we have no doubt that the policy re- 
garding future appointments will increasingly obviate these 


9. See— W. Lloyd Warner and Norman Martin (ed,): Industrial Man 
(N,Y-, 1959), p. 142; D. Granick: Red Executive, pp. 102-3 : R. V. Clements.: 
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suspicions. If a policy of executive development as indicated 
above is followed, technical personnel would provide one of 
the major sources of top managers in public undertakings. 

Advancement for High Level Specialists 

12.11 There may however be persons who are so capable 
in their particular epecialised fields that it will be in the 
interest neither of the undertaking nor of the individual 
in Ms professional capacity that Ms only line of promotion 
should lie in an area outside Ms specialisation. This will 
be especially true of fields like designs or scientific research 
in industry where individual flair and talent for the job 
makes an enormous difference to how it is done. It may 
not be either possible or necessary to build up a MerarcMcal 
orgamsation in such departments purely for the sake of 
providing Mgher paid jobs to more competent persons. 
The best solution to tMs problem, as has already been 
indicated in many studies on scientific personnel, is to 
have flexibility regarding jobs in different grades so that a 
person can be given Mgher jobs in Ms own line as he proves 
to be of greater value in Ms specialisation. It is necessary 
to emphasise that in such cases it is not always necessary— 
it may even be quite wasteful — ^to insist that the higher 
job should necessarily carry with it some executive or 
managerial responsibility. 

Equal Advancement Opportunities for Different Categories 

12.12 The promotions policy of an enterprise should be so 
formulated that for equal talent, opportunities for develop- 
ment and advancement should as far as possible be equal, 
and persons starting their career in any particular line of spe- 
cialised work in the undertaking should not feel that they are 
in a permanently handicapped position as compared to some 
others. As we have seen, in many undertakings, engineers 
who begin their career in a line wMch is other than the 
main production line in the undertaking have a feeling that 

10. See — P.eport of the Barlow Committee (U.K.), op. dt, para 10; 
Report of the Priestley Commission, op. cii,, ch, XIII ; also Second Pay 
Commission Report, p. 158. 
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their chances of advancement are less as compared to 
those who begin their career in the main line. It is true 
that the number of higher jobs in the main specialisation in 
the undertaking is likely to be larger and therefore engineers 
in this line would have more advancement opportunities 
open to them in their own specialised branch. But other types 
of engineers could be provided with opportunities to develop 
and advance in more generalised technical and managerial 
jobs. If this is not attended to, they are bound to feel 
dissatisfied and would prefer to migrate to other under- 
takings. In such a situation, it may even be difficult to 
attract fresh recruits with enough competence for the spe- 
cialised technical jobs outside the main line of work of the 
undertaking. This is clearly undesirable. For example, 
construction and maintenance are obviously as important 
for the long run health of the undertaking as production, 
and require competent if not the best talent with specialised 
knowledge of these. 

High Rate of Advancement Essential to Prevent Migration 
12.13 A high rate of promotion for the best talent is 
very important for maintaining good morale and pro- 
viding incentive for efficient performance and development 
of ability. If the rate of promotion in any undertaking 
or for any category of personnel within an undertaking is 
slow, dissatisfaction and migration are bound to result. 
One of the reasons why new public undertakings in fields 
like coal mining, iron and steel, oil and fertilisers (in the 
case of Sindri) were able to attract competent and experienced 
personnel from the older, private sector, units was that 
these people found that their advancement opportunities in 
their parent enterprises were blocked. The older enter- 
prises were either stagnant or not expanding rapidly enough 
while they had a number of experienced people who could 
handle jobs at higher levels in a competent manner. If an 
enterprise is to be able to retain its best qualified and ex- «■ 
perienced personnel, it should be in a position to provide 
rapid advancement opportunities to them.^^ 


1 1 . c f . ; “There can be good hunting (for outside pirating managemen's) 
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Advancement at Younger Age Inevitable 

12.14 In a situation such as the one that we are facing in 
India, when the supply of engineers of different specialisa- 
tions with at least a few years’ operational experience is 
considerably short of demand, advancement at a high rate 
is essential to retain not only the best but also the average 
among them. This of course means dilution, the placement 
of persons in positions which they may not have the full 
capacity to hold and advancement more rapid than would 
be considered proper or desirable in more ‘normal’ times. 
But this is a price that we have to pay for attempting rapid 
industrialisation. Moreover, the experience in many coun- 
tries seems to be that while such quick advancement may 
sometimes result in dilution and inefficiency, this is only 
temporary ; a large number of persons rise up to the challenge 
of the advanced opportunities. The only precaution neces- 
saiw is a ruthless weeding out of persons who cannot rise 
up to the requirements within a reasonable time. 

12.15 Thus the fact that people in such scarce categories 
advance rapidly even when they are comparatively young, 
and that they advance from one level to another every two or 
three years, should not create apprehension or alarm. How- 
ever, in the older generation of people, one sometimes finds 
a certain resistance to this trend. A young man rising to a 
position which older persons could reach only after a long 
period of service is something they cannot easily accept. 
Some of them would rather promote an older but mediocre 
man than a young but brilliant one. In public undertakings, 
one specially notices the prevalence of such attitudes. Tradi- 
tions in the civil services, with their emphasis on seniority, 
lend further support to this approach. Finance and accounts 
advisers, with their civil service background, tend to relate 
advancement to age. They may make an exception some- 
times in the case of a new recruit, coming from a private 


in a company that is vulnerable on any df three counts: It is not growing 
fast enous>h to provide opportunities for its managers in the second and third 
echelons; it has developed ruore capable managers than it has room for 
■ (perhaps deliberately); or it has failed to keep its financial incentives up to 
date”, Perrin Stryker, “The -Pirates of Management”, in Management 
^ Revie'A', July, 196.1, p. 53. 
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undertaking and joining at a higher level. But they are 
reluctant to advance anyone internally at a rapid rate. 

12.16 The idea that age and seniority should weigh more 
than talent is normally prevalent in all traditional societies. 
But it has to be given up by a society which wants to bring 
about a technical and economic revolution. No doubt 
there are certain jobs where maturity and experience count 
a great deal; but there axe many others where persons with 
talent can perform quite effectively even if they are not 
very senior or mature. A study regarding the age at which 
Chief Executives of large corporations in the U.S.A. attained 
that office shows that the proportion of those who attained 
such office before the age of 40 was 23.6% in 1900, 16.7% 
in 1925 and 11.5% in 1950; the proportion of those who 
obtained such office between the age of 40 and 50 was 
36.3% in 1900, 42.3% in 1925 and 34.1% in 1950.^" In 
the U.S.S.R. also, we find that a very large proportion of 
directors and other top personnel of enterprises w^as below 
40 in age in the period of the early Five Year Plans. Thus 
the fact that at this stage of our economic growth, some 
persons, especially specialists, rise to important positions 
at a comparatively young age need not be considered 
alarming. 

Correlation Bethveen Age and Grade Nat Always Possible 

12.17 For all these reasons the tendency to insist on a. 
certain rigid relationship between the age of a person and 
the grade that is to be given to him needs to be firmly re- 
sisted. The rate of advancement is bound to vary from' 
individual to individual and from specialisation to special- 
isation. Some individuals develop at a rate much faster 
than others. If their advancement is slowed down as a 
result of such insistence on a rigid relationship between age 
and grade, they will move to the private sector where, in 
good undertakings, no such inhibitions exist about granting 
a higher grade to a talented young man. Similarly, there 

12. Warner and Martin, op. cit., p._ 146. 

13. See D. Granick, op. cit., p. 42; also ‘Red Executive’ p. 137; Bien- 
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are certain kinds of technical specialisations which are 
specially scarce in the country at the moment. Therefore 
persons who possess knowledge and experience of these 
specialised jobs are and will be greatly in demand. If the 
public sector undertakings refuse to follow the logical 
results of this scarcity, the best talent in such specialisations 
is not likely to be available to them. In certain types of 
jobs like designing, a special flair, aptitude and innate 
capacity is required and these are relatively scarce in any 
economy. Enterprises which need such talent must pay 
the ‘scarcity rent’ of such talent. 

Special Development and Advancement for Potential Top 
Managers 

12.18 Actually, a good plan for personnel development 
and advancement many times requires that young men with 
good potentials are picked out (preferably without their 
knowledge) and developed and advanced rapidly so that 
they are in a position to occupy important jobs as and 
when necessary.^* If their advancement is not plaimed and 
carried out at a proper speed, there may arise gaps, 
because of wastage or expansion, which it is not easy to 
fill by outside recruitment at high levels. Some positions, 
as nientioned earlier, may have to be treated as training 
positions, and people who have passed a certain age may 
not be given these positions even if they are fit for them, 
because they may not be able to develop further and be 
available for filling up stiU higher positions at the time 
these fall vacant. Moreover, a talented man gets soured 
if he finds that he does not get advancement rapidly enough 
so as to develop his potentialities and he would either leave 
such an organisation or, if he continues, he may lose initiative 
and even begin to deteriorate. This is the commonly 
accepted approach in well managed business undertakings 
and public undertakings would be in danger of losing good 
talent if they do not adopt it.^® Accelerated promotions 
for junior but talented persons would no doubt create 


14, cf. Herbert Committee Report, op, ciL, p. 86, 

15, ibid. 
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problems regarding the morale of those who are superseded. 
But the existence of these somewhat awkward situations is 
muGh less important than retaining, developing and having 
available when required persons who are really capable. 

Necessity of a ‘Verticar Sendee Pyramid up to Certain Levels 
12.19 An important factor that affects the rate of ad- 
vancement is the number of positions open to a particular 
category of personnel at different levels of the hierarchy. 
In the case of engineering graduates and diploma-holders, 
it is necessary that practically everyone among them should 
be sure of reaching at least middle level positions within 
ten to fifteen years. In money terms, this would mean, 
in the case of graduates, that starting in a job which carries 
a remuneration of about Rs. 500 p.m., they should be in 
a position to reach a job which carries a remuneration of 
about Rs. 1500 within this period, provided they are found 
to be of average ability. This would require that the service 
pjframid should be ‘vertical’ up to this level.^® Otherwise 
it will not be possible to keep them satisfied and they 
will tend to migrate. Observing proper proportions bet- 
ween different kinds of recruitment, as mentioned earlier, is 
very important in this context. Even if a graduate mechani- 
cal engineer, for example, may have to begin his career 
as an assistant foreman, their number should have almost 
a vertical proportion to the number at the higher level. 
The remaining posts of assistant foremen should be filled 
from among persons rising up from lower levels. 

Promotions vs. Open Competition 

12.20 Many engineers have- a feeling of grievance that while 
in the case of administrative personnel in Government, 
once a person enters service, he advances within the civil 
service without being asked to face open competition 
at every stage of advancement, in the case of specialised 
technical personnel, open competition is frequently re- 
sorted to, especially if the persons at the next lower 
level have occupied that position only for a few years.. 


16. cf. Second Pay Commission Report, op, d/., pp. 157.-58. 
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Rapid advancement because of shortage of personnel and 
expansion of the organisation, it is argued, has taken place 
in administrative services also. At an age when in former 
times a person would have been only a deputy secretary, 
he is now a joint secretary; but this has not led to the 
introduction of open competition. Why should this be 
done only in the case of technical officers ? That is, in 
short, the substance of the grievance. 

12.21 We are not concerned in this study with civil service 
administrative personnel and we shall not therefore discuss 
the question whether open competition in their case 
would have been desirable or practicable. But in the case 
of tec hn ical (or for that matter any) personnel in production 
organisations, we would certainly not think it desirable 
to introduce the service or cadre concept as it is understood 
and practised in our Government services. We have 
advocated in this study a basically different approach 
to personnel in public undertakings, with less emphasis 
than is placed in the civil service on fairness to the 
employee and more on the requirements of efficient 
production. Personnel development, accelerated promo- 
tions, bonuses or variable increments— all these have their 
root in this different approach. Guaranteed or automatic 
promotions are not consistent with this approach. As a 
via media, undertakings adopt a policy of reserving 
a certain proportion of posts at every level for promotions 
from within; the remaining are filled by open competition, 
though even there, internal candidates v/ho do not get 
promotions from the other quota can apply. This may be 
a useful device where promotions have to be given mainly 
on the basis of seniority; because at least a few out- 
standing candidates, either from inside or outside, can get 
in through ‘open competition’. But this is not essentially 
a sound method. Promotions should go to the persons 
most capable of contributing to the efficient handling of 
, the job or who are potential top managers. It should not 
he considered so much a reward for past service or current 
performance (variable increments and bonuses can take 
care of these) as a recognition of the further capability 
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of the man. 

12.22 An organisation which has a well-conceived plan of 
personnel development and advancement provides the best 
guarantee of promotions to capable employees. Every good 
management is aware that securing qualified and experienced 
persons who will exactly suit the requirements of a job in 
the particular undertaking is not easy. They will therefore 
make an attempt to develop personnel from within and if a 
person develops satisfactorily, he will be preferred to a 
largely unknown outsider when an opening is available. 
But if there are no persons within who are found to be 
good enough, the management will be justified in advertis- 
ing the position. Persons already employed can also parti- 
cipate in the competition; and if they are found to be the 
best amongst those who are available, they will be appoint- 
ed, unless the management finds them to be so unsuitable 
that they decide to advertise the job again at a higher 
remuneration so as to attract better candidates. A rigid 
policy of promotions from within can no doubt lead to 
a feeling of security among employees and thus evoke 
their loyalty. But these advantages may be obtained at the 
high cost of inefficient and less able personnel being put in 
key positions in the undertaking. Too much inbreeding 
is not good either biologically or organisationally. 

Outside Recruitment at Higher Levels 

12.23 Of course if an old and well-established undertaking 
has to go to the market for too many of its high level jobs, 
it would indicate that there is something wrong with the 
organisation; personnel development is not being properly 
attended to. Moreover, such organisations, always m a 
state of crisis to fill up important positions, are a danger 
to others as they would not mind offering a very large 
incentive to lure away men from other organisations. 

12.24 In the case of new undertakings, there is obviously 
no alternative to direct recruitment at various levels — ^high , 
and low. Such recruitment will be least disturbing to 
existing undertakings if it is planned well in advance and 
agreed upon between the older undertakings and the new 
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ones. If new pubiic sector units are set up under an overall 
management which they share with older public under- 
takings in the same or similar fields, planning for the require- 
ments of personnel of the new undertaking will be a function 
of the common overall management. It can then be so 
organised that it does not disturb the operation of the 
older units. 

12.25 When a new unit has to be on its own for recruit- 
ment of its basic staff complements, it has to offer good 
enough salaries to attract people from older undertakings. 
One reason why new public undertakings have not been 
able in some cases to attract good and experienced talent 
from the private sector has been that the pay structure 
has been kept unduly low.^’ Sometimes, when it is 
found impossible on the usual salary to attract persons 
to fill up key positions and no one from inside is found 
suitable, the management is compelled to agree to paying 
a high salary to attract a suitable person. This can affect 
the morale of the employees adversely. A much better 
way would be, as suggested earlier, to have a salary struc- 
ture which is not too far removed from that prevalent for 
such personnel among the best private firms. A low salary 
structure has led to overreliance on personnel from Govern- 
ment services for filling up positions at various levels in 
the new public undertakings. While some of them have 
proved their worth, others, from the point of view of their 
eflBciency, are costly even at their lower salaries. 

12.26 On the other hand, we also came across instances 
where persons from private undertakings, because they 
were earning high salaries there, were taken up not only 
at higher starting salaries but even in • higher grades as 
compared to similarly qualified and experienced perxons 
coming from the public sector. Sometimes, a higher paid 


17. cf. : “Industries which pay higher salaries, as a group, appear willing 
^ to reach ‘outside’ the company for executive talent rather than promote an 
inadequate man, and seniority usually carries less weight in promotional 
decisions. By contrast, lower compensation industries have 100 % promotions 
from within, emphasis on seniority and job security.” Arch Patton, “What is 
an Executive Worth?”, Harvard Business Review^ March-April 1961, 
pp. 68-69. 
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man from the private sector is even preferred to an equally 
qualified and experienced but lower-paid man from the 
public sector-;;^even from within the enterprise. These are 
obviously lapses and do not represent a policy. But in the 
light of the information given to us, it seems necessary to 
emphasise that qualifications and experience, and not pre- 
vious salary, should provide the basis of selecting a man for 
a particular grade. Within a given grade, a higher starting 
salary may have to be paid to attract a man if he is badly 
needed. But if a proper system of appraisal and variable ma- 
xima and increments is followed as suggested earlier, another 
person taken on a lower starting salary because he comes 
from the public sector will not be permanently handicapped. 
In a system of fixed automatic increments, however, he 
may suffer from this handicap for a long time. 

PreferetKes in Promotions 

12.27 The dissatisfaction and demoralisation arising from: 
favouritism — ^true or alleged — based on regional, caste and 
personal considerations has already been referred to earlier. 
Another similar source of dissatisfaction may be briefly 
touched upon here. The policy that has been adopted in 
many public undertakings of giving preference in employ- 
ment up to certain levels to people from the particular 
region in which the undertaking is located, and in all 
employment to scheduled castes and tribes, has consi- 
derable political, economic and social justification. As 
long as persons from these prefen'ed categories satisfy 
certain minimum qualification and other requirements, 
they should no doubt receive some preference at the normal 
points of entry, mainly at the lowest or juniormost positions 
in any category, as for example, in the recruitment of various 
types of apprentices. That should, however, be the end 
of the preference. Their, advancement should depend 
entirely upon merit and they should enjoy no preference 
in advancement. All persons, once employed, should be 
equal in the opportunities open to them. Otherwise not ^ 
only will the undertaking suffer as a result of less capable 
people being promoted; there will also be a loss of morale 
and capable persons will prefer to migrate elsewhere. Jt 
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is our impression that at least in some public undertakings 
this is already taking place.^® 

Avoidance of Too Much Security 

12.28 Rewards for good performance and ability have to 
be combined with ruthlessness in handling cases of poor 
performance and misplaced promotions if an organisation 
engaged in production has to improve its efficiency. This 
twin approach is no doubt somewhat strange to a 
hitherto traditional society such as ours. But there 
is no escaping it if we want to improve the efficiency of 
our industrial undertakings. This approach needs to be 
especially emphasised in the case of public undertakings 
because with the long tradition of ‘security’ in our Govern- 
ment services^® and the possibility of having to justify any 
punishments in the face of legislative questioning, there is 
a tendency in these towards undue softness in the handling 
of personnel. We are not advocating against fairness and 
a humane approach as such. But it is necessary in our 
opinion that there should be a clear understanding that 
a person who does not by his work justify holding a parti- 
cular job will not continue to hold it just because, maybe due 
to a mistake in judgment, he w'as once appointed to it. 
Demotion should swiftly follow continuously poor perfor- 
mance. A man who had once shown good promise and 
was therefore brought in the main line of advancement to 
the top should be as clearly shunted off if he shows by his 
record on the job that he is not that good. Inefficiency 
need not lead to dismissal; but it should certainly lead to 
demotion. This may mean that the man quits; but that 
is all to the good. There can be such a thing as too much 


IS. Preference for war-veterans in the U.S. Civil Service provides a 
good illustration of a somewhat similar problem. See — Hoover Commi- 
ssion — ^Task Force Report, op, aY., pp. 110-15. 

19. The troubles that result from too much security were specially 
noticeable to us in the case of departmental undertakings. Managements 
find it very difficult even to refuse promotion to an incapable but senior man 
^ because of the difficulty in justifying their judgment Demotion or dis- 
missals are of course almost out of question. In the case of National In- 
*struments, which is now a corporate undertaking, many of the old em- 
ployees continue to enjoy the status of permanent Government servants and 
management finds it very difficult to improve their efficiency or even to 
^force discipline. 
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security and this can create “a lasting tenure among half- 
hearted men who have lost their sense of striving”.^® In 
such organisations people tend to be too tolerant of the 
limitations and deficiencies not only of their subordinates 
but of their own. All are biased toward a ‘don’t rock the 
boat’ attitude. 

12.29 This approach of cutting away dead wood is especially 
important in organisations that employ highly qualified 
scientists and engineers. The rot that affects a few, if 
permitted to live in the organisation undisturbed, can 
spread and may affect the morale and attitude of others. 
It is especially necessary to remove persons who are 
showing signs of tiredness if not w'orse from positions 
where they can control and influence the attitudes and 
activities of growing talent.^^ 

Non-material Incentives and Morale 

12.30 It is generally accepted that non-material incentives 
are also important in attracting good talent, retaining it 
and getting the best out of it. We have already indicated 
earlier the factors that affect the morale of technical talent 
adversely. The problems stated there suggest their own 
remedies. Briefly, what is needed is an atmosphere in 
which the creative scientist or engineer feels that his talent 
and ability are recognised, that any attempt at improving 
his ability and performance will be encouraged and that 
if he puts in good work, it will be appreciated, recognised 
and suitably rewarded. 

12.31 Material and non-material incentives many times go 
together. Promotion not only adds to income; it also indi- 
cates recognition of performance and potential and provides 
an opportimity for more important work. There are also 
many other ways of granting recognition to good work 
that have not even been attempted as yet in the public sector 


20. Jerome M. Rqstow, <?/?. czV., p. 33. ^ 

21. The ruthless attitude in Soviet management practice towards failure 
is well-known. It may be mentioned however that, unlike what is generally 
thought, except in cases of political victimisation, demotion to humble jobs 
is the more common punishment. See— B. Granick, op, cit., pp, 188-92; 
also Bienstock, Schwarz and Yugow, op. cit,, p. 92. 



Personnel Development, Advancement and Migration 149 

undertakings. Soviet experience has a great deal to teach 
us in this respect."^ 

12.32 ‘Indoctrination’ is a term that man}'^ of us view in 
an unfavourable light. But in order to build up good 
morale, loyalty and understanding about the aims of the 
organisation, indoctrination is essential. This is an accepted 
approach not only in the U.S.S.R. but also in modern ad- 
ministrative and management thinking in the U.S.A.^® Be- 
cause of their public character and public interest oriented 
objectives, public undertakings can be in a much better posi- 
tion to use indoctrination for evoking the loyalty and enthu- 
siasm of young professional talent. But in the training pro- 
grammes for technical personnel that are current in many 
public undertakings, hardly has any attention been paid to 
this. This needs to be corrected. 

Vital Importance of Personnel Management 

12.33 If the various improvements that we have suggested 
in respect of recruitment, initial training, pay administra- 
tion, personnel appraisal, development and advancement 
are to be properly implemented, public undertakings will 
be required to build up good personnel departments. The 
personnel department has sometimes been considered 
merely as a new name for the traditional establishment 
section; in other cases, labour relations and problems 
have dominated its working. It is high time that the im- 
portance of recruiting, training and building up the human 
resources of the organisation is understood by the top 
managements of public undertakings. We already see some 
signs of change. Some undertakings are now building up 
properly organised personnel departments; in Hindustan 
Steel, for example, a full-time director has been recently 
appointed to look after persoimel matters. 

12.34 It is also necessary to emphasise that personnel 
, management is a highly skilled and specialised job and 

persons with considerable experience of handling such 

22. See — ^Bienstock, Schwarz and Yugow, o/?. c/Y., pp. 96-103. 

^ 23. See, Hoover Commission Report on -Personnel and Civil 
Service, on, p. 48. 
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matters, specialised knowledge of the theory and techniques 
involved, and a great deal of imagination and tact are 
required for this work. Tact is especially important 
because in any well organised management, the personnel 
department is essentially a stalf agency and its role is to 
train, guide and assist line management in better personnel 
practices. From what we have seen, we are not sure 
that sufficient attention has been given to the proper 
recruitment and development of personnel officers in our 
public undertakings. 



XOI. ORGANISATIONAL MEASURES TO PREVENT 
MIGRATION 

All Migration Not Harmful 

13.1 We have already stated earlier that all migration of 
personnel is not harmful. It becomes so only when it takes 
place on a large scale and in an unregulated and unplanned 
manner. Otherwise migration is useful for the healthy 
functioning and growth of the economy. All policies re- 
lating to this problem, whether of the Government or of the 
individual undertakings, must be firmly based on the accep- 
tance of this approach. Unfortunately, in Government and 
generally in the public sector, with the long tradition of a 
life-time career in the public service, there is a tendency to 
frown upon all migration. The non-contributory pension 
in Government service, the whole benefit of which had 
to be given up till recently if a person left the service 
mid-way is essentially based upon this approach. 
However, a certain change in policy in this respect is now 
apparent. The Government of India has recently decided 
that a Government servant who leaves Government service 
for joining a corporate undertaking in the public sector can 
do so without a complete loss of his retirement benefits. 
An amount equal to what would have been his accumulated 
contributory provident fund, if he had been employed on 
that basis, is now credited to his provident fund account in 
the public undertaking that he joins.^ 

13.2 This is a move in the right direction. The approach 
that movement within what can broadly be called the pub- 
lic sector is not necessarily to be discouraged should form 
the basis of all thinking about this problem. 

Migration From Old to New Units 
i 3.3 New undertakings are being rapidly set up in the coun- 
try as a part of our drive towards industrialisation. If 

1. O. M. no. F2 (33)— EVA/60, dated November 10, 1960, Govermrsent 
-stof Indie, Ministry of Finance, Department of Expenditure. 



152 


Future Policy 


these are to be successfully organised and operated, they 
will have to obtain a core of experienced technical personnel 
from the older undertakings who have such personnel with 
them. Older undertakings no doubt will have to make a 
special effort in order to spare a part of their experienced 
personnel without undergoing a loss in their own efficiency. 
But it needs to be understood that this is a responsibility that 
they have to bear in the national interest. There is a na- 
tural tendency on their part to say that they cannot spare 
people; but they must resist it or where they do not, they 
should be directed to do so. Some dilution of the qualifica- 
tions and experience laid down for persons holding jobs 
at different levels is inevitable in the present stage of our 
industrial growth. But this dilution should be equitably 
shared by the old with the new undertakings. New under- 
takings of course should arrange their training and develop- 
ment programmes in such a way that they do not have to 
take away a very large number from older undertakings. 
At the same time ‘stockpiling’ of talent by older undertak- 
ings should not be permitted. Some of the undertakings 
in the public sector have not been very willing to spare 
their personnel. This should not be permitted. Moreover, 
as a measure of genuine cooperation, older undertakings 
should make available not only their unwanted personnel; 
at least a few persons of really good talent should be made 
available to the newer undertakings as they will form the 
basic core of their organisation. We were told that in 
the case of some of the agreed transfers of personnel from 
the old to the new undertakings, this has not happened. 

Reduction in Demand for Technical Personnel 

13.4 To reduce the imbalance between supply and demand 
which is the basic cause of ‘flight’, it is essential to ensure that 
scarce technical personnel are not used, especially at lower 
and middle levels, for jobs which other kinds of personnel 
whose supply is not scarce can do almost equally well. 
One finds some such wrong use of technical personnel espe- 
cially in large private undertakings. It may be worthwhile to 
appeal to and advise the private sector to desist from this 
practice. In public undertakings also this happens in the' 
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case of somo of the old undertakings. A reference has 
been made above to the ex-cadre posts to which engi- 
neers at middle levels in the Railways are appointed. 
This has no doubt been useful in the past for providing 
better advancement opportunities to railway engineers; 
but this is a waste of scarce talent. We have advocated 
earlier that technical officers should stand an equal 
chance with others in advancement to top positions 
in the management of the undertaking. But tffis does 
not imply their use even at middle levels for non- 
technical positions merely so as to provide them with 
advancement opportunities of a stopgap character. A 
much better approach, in cases where the number of middle- 
grade posts in the technical side is so small that enough 
advancement opportunities are not available to young 
technical officers in their own line, would be to permit such 
officers to go to other public undertakings which are in need 
of such personnel for technical jobs. 

13.5 Another point that needs to be mentioned is that one 
of the persistent complaints of technical personnel in pub- 
lic undertakings is that they have to spend a great deal of 
their time and energy on administrative matters. While 
some amount of administrative work is inescapable at the 
level of an officer-job, this could be minimised by providing 
adequate administrative assistance. This will ensure that 
a greater proportion of the time of technically qualified 
personnel is spent on technical work and to that extent the 
number of technical officers required can be reduced. 

Migration Control Through Job Priorities? 

13.6 One suggestion that has sometimes been put forward 
to reduce the troublesome effects of migration is to catego- 
rise jobs according to a standard of priority in relation to 
national goals of economic development and to permit 
unrestricted movement only from low priority to high prio- 
rity jobs. This is, in abstract, an attractive suggestion. But 
we do not think that its implementation would be practicable 
in our present political, economic and administrative condi- 
tions. For one thing, it will require a detailed classification 
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of individual jobs v/hich would be difficult. A simpler ap- 
proach, adopted in the U.S.S.R., .was to decide priorities 
in terms of industries— ‘basic’ industries getting priority in 
the allocation of all resources, including technical personnel. 
As we have stated earlier, we do not think that this approach 
is likely to be acceptable or feasible in our system. If every 
case of transfer is to be approved by some administrative 
agency, it will give rise to various problems which would be 
difficult to solve. While our goal has to be to ensure that 
scarce personnel is so distributed that all sectors of the 
economy get their essential share, and especially the growth- 
oriented sectors get some priority, this needs to be achieved 
less through regulation and direction and more through in- 
ducements. The pay grades, advancement opportunities 
and other benefits should be so fixed that better talent flows 
to the industries that contribute more to the growth potential 
or other vital needs of the economy. That is one reason 
why we deprecate the maintenance of salary grades in the 
public sector which are significantly lower than those in the 
private sector. 

13.7 We may also point out that there is no reason why 
the emoluments and other benefits should be kept at lower 
levels in departmental undertakings than in other public 
undertakings. If service in departmental undertakings 
■carries non-contributory pension benefits, allowance can 
■certainly be made for these in deciding on the pay scales 
there. But otherwise the pay grades, advancement, etc. in 
all public undertakings should be such that they provide an 
attraction for good technical talent. The undertakings 
which have suffered the most through ‘flight of technical 
personnel’ are undertakings which have not revised their 
pay grades and job structures to suit present conditions 
■of supply and demand. Instead of improving these, 
they try to prevent migration by refusing to forward appli- 
cations, by putting pressure on other public or private 
undertakings not to employ personnel who leave their ser- 
vice and by suggesting to Government various drastic mea- 
sures to curb the ‘flight’ of their personnel. These methods 
have not been very effective and are not likely to be effective 
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by themselves. Moreover, public policy should also care 
for the rights of the individual. If he is likely to improve 
his prospects significantly through migration, it would be 
quite unfair and unjust to stand in his way. If it is felt that 
the job that he is doing is very valuable, the remuneration 
for the job should reflect that value. He will then have no 
inducement to migrate. 

Migration Between Public and Private Sectors 

13.8 Encouraging migration is not in the long-term interest 
of any large undertaking, whether in the private sector 
•or the public sector. As we have seen earlier, private 
undertakings also seem to have been faced by the problem 
of migration, though not many have been affected too 
adversely up to now. As industrial growth will take place 
in the future through expansion in both the sectors, it is 
important for the efficient operation of both that large- 
scale ‘pirating’ should not be practised by either type of 
undertakings. 

13.9 Where a new undertaking is being set up in either 
sector, it would be desirable for Government to insist upon 
■a plan for recruitment and training for essential technical 
personnel being submitted for scrutiny. Preparation of 
■such a plan and its implementation should be made a condi- 
tion for the grant of a licence. Where a significant number of 
hi gbl y qualified and experienced personnel are going to be 
required. Government may insist upon a negotiated agree- 
ment with other large undertakings in the same or broadly 
related fields regarding the transfer of such personnel. The 
.good offices of Government as well as the major organisa- 
tions of private sector undertaldngs could be used for this 
purpose. These steps are especially important in the case 
■of new undertakings because it is these undertakings, re- 
quiring as they do the recruitment of a large number of 
•experienced personnel, that create difficult situations of 

* migration. 

13.10 While such a policy could take care of large new 
undertakings, it may be difficult to enforce such pre-planning 
»jegarding recruitment and training by comparatively smaller 
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units. On the other hand, while individually these units 
may not create much of a problem as they would be recruit- 
ing only a small number of highly qualified and experienced 
personnel, collectively they may also create a difficult situa- 
tion. For example, it is expected that small foundries and 
rerolling mills will expand significantly in the next decade. 
This may well create considerable demand for persons with 
experience of foundry or rolling mills work in the large steel 
units. The only solution to this problem lies in large enter- 
prises undertaking special programmes of training for 
persons in such lines so that replacement of lost personnel 
does not prove very difficult. The expected pattern of in- 
dustrial development as indicated in the Plan could provide 
some guidance in these matters to the undertakings. It 
should also be possible for the Planning Commission, the 
Manpower Directorate and the Development Wing to pro- 
vide guidance about the future trends in the demand for 
different kinds of technical personnel. 

13.11 As we have seen, one of the reasons for the migra- 
tion of personnel from public to private sector undertakings,, 
can be large disparities in pay and other benefits. The 
suggestions which we have made about pay grades, incre- 
ments, bonuses and advancement opportunities will, if accep- 
ted, reduce the disparity that exists today between the better 
paying private sector undertakings and public sector under- 
taMngs. We have also suggested that Government should 
use the various legal and moral pressures at its command to- 
persuade the private sector to adopt a more rational pattern 
of pay. If for public sector undertakings the Government 
prepares a rational pay structure, through the organisation of 
a special research unit as suggested above, there is no reason 
why the private sector should not broadly follow the same 
pattern. Maybe the latter would still feel that it should pay 
slightly more to counteract the advantage that Government- 
owned undertakings have. But as long as the disparity 
is small, it would not affect the recruitment and retention of 
good quality personnel in public sector undertakings. If, 
however, it is found that good example, persuasion and moral; 
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pattern even in the case of large private undertakings, the 
•Government will be forced either to think in terms of more 
4irect control of the pay pattern in the private sector, or to 
accept the logic of the situation in a mixed economy and 
revise the pay pattern in public undertakings as and when 
necessary to keep it in proper relationship with that in 
large private undertakings. 

Proposal for a Central Technical Service 

13.12 One of the suggestions that has been put forward 
from time to time for the purpose of providing a solution 
to the problems regarding technical personnel in public 
undertakings is the creation of some sort of a common 
Central Technical Service. This proposal is supported on 
many grounds. It is said that such a service with the 
emoluments, virtually guaranteed promotions and status 
that it will enjoy will attract the best technical talent. The 
creation of such a service, it is felt, may also automatically 
solve the problem of disparities of grades in different 
undertakings. ‘Poaching’ of each other’s personnel by 
different units in the public sector would also stop. The 
controlling authority of the service will be in a position to 
deploy its officers in such a way that the difficulties that 
are at present faced by new public undertakings in 
meeting their essential requirements of experienced 
personnel would be significantly reduced. Such a 
service, it is also claimed, may help better training, job 
rotation and development and provide wider promotion 
opportunities to the best talent. We found that among 
senior engineers in the public sector there is considerable 
support for this proposal, mainly on the ground that techni- 
cal officers should have an All-India Service on par with the 
Indian Administrative Service. 

13.13 In the Indian administrative tradition, the idea 
of constituting a new cadre for manning new jobs that are 
coming up in the public service fits in very well. But we 
do not think that the problem of recruiting and retaining 
the best technical talent for public undertakings would be 
solved in a very effective way through the constitution of 
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such a cadre or service. Firstly, the service would consist 
of persons with not only basically distinct specialised quali- 
fications (civil, mechanical, electrical, telecommunications 
and other specialised and sub-specialised aspects of engineer- 
ing) but who would, on appointment to particular units, 
become even further specialised in their knowledge and ex- 
perience. It has been said that “Common qualifications, 
a common gradation list, and interchangeability of appoint- 
ments held by its members, are among the requisites of an 
organised service.”® A service for technical officers of ail 
public undertakings would satisfy none of these criteria. 
The specialised groups in the service cannot be merged to- 
gether or their officers interchanged. Except for some staff' 
or top management functions, persons with experience of 
and specialisation in one industry cannot be normally 
transferred to another. Thus promotions will have largely 
to lie not only within the particular specialisation but also 
within the same industry. It is true that for top level posts, 
interchangeability may be possible — 'but then for these posts, 
not only technical officers but also accounting officers. Man- 
agement Pool officers, etc. will all be considered together.. 
The advantages and disadvantages of common recruitment 
we have already discussed. As suggested by us, a common 
pay pattern can be established without the creation of such 
a service. Moreover, the flexibility in the methods of pay 
grades, increments, bonuses, etc. that is so valuable for 
providing incentives for better performance could not easily 
be provided in a Government service. 

13.14 The most important argument, however, against 
any such common service is that the management of the 
undertaking will not feel sufficiently responsible for its 
role in securing and building up an adequate and competent, 
technical officer group. The responsibility for recruit- 
ment, training, development and advancement will be 
not that of the management of the undertaking but 
of some controlling authority in the Government of India. 
Advance planning, recruitment, training and development. 


2. Second Pay Commission Report, op, cit,, p. 163. 
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of personnel are so vital to the successful operation of an 
undertaking that a managemejit which is not responsible 
for the former can hardly be held accountable for the latter. 
This proposal would have been, on balance, of advantage 
if the public sector had consisted of a few undertakings. 
But with the continuous expansion of the public sector, it 
will not be possible for one common agency to deal effectively 
with the technical personnel in all the undertakings. 
The important tasks of picking out the best talent, planning 
their careers, rotating them among different positions, test- 
ing their abilities at various stages, — all these can best be 
handled by individual undertakings rather than by Govern- 
ment.® Most of the managements of public undertak- 
ings are against the idea of such a common service. We do 
not therefore think that the constitution of such a service 
would prove to be of very great value in meeting the problem 
under study. 

Common Pool or Other Cooperative Arrangements — Design- 
and Construction Engineers 

13.15 There are, however, certain problems to which 
some kind of a common or cooperative solution must be 
provided by public sector undertakings. One is the problem 
of construction personnel. This concerns not only civil 
but also mechanical and electrical engineers engaged oh' 
construction. There is also the problem of engineers specia- 
lising in factory designs. Some of the former, as we have 
seen, can be absorbed as maintenance engineers. But it is 
neither possible nor desirable that all should be so absorbed - 
because this would mean that the specialised knowledge 
and experience that they may acquire would be wasted and 
when other similar construction work has to be undertaken 
new engineers would have to be trained de novo in this res- 
pect. Engineers who know factory designing are so few 
in India that their talent and experience should obviously not 
be wasted. It also needs to be remembered that the lack 


3. We understand that the attempt made by a large managing agency 
house to organise a common management seivice has come up against the 
difficulty that managements of the individual units take the approach that if 
^they des^eiop certain personnel, they will keep them. 
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of persons with knowledge and experience in designing and 
•construction of plants has created the necessity for us to 
obtain large scale foreign collaboration for the setting up 
of all our major new plants. This adds enormously to 
■costs, as a foreign engineer easily costs us eight to ten times 
as much as an Indian, and even then we cannot be certain 
of being able to go ahead with the project according to 
our requirements. A reference has already been made 
•earlier to the loss of the talent that was built up in the D.V.C. 
and at Bhilai. It is also important to remember that 
a team of design and construction engineers who together 
can work effectively and speedily cannot be built up quickly. 
Therefore if a completely new team is to be built up every 
time, it involves loss of time. Moreover, uncertainty of 
future employment leads to migration of construction 
engineers. 

Design and Construction Units in Multi-unit Undertakings 
13.16 Our conclusion in this respect is that designing 
and construction teams need to be built up, maintained 
and used on some permanent footing. One way of doing 
this is for the large group-organisations in the public sector 
such as Hindustan Steel, Fertiliser Corporation, etc. to build 
up such teams for the design and construction of new pro- 
jects in their own fields. Already the Fertiliser Corpora- 
tion is helping in the designing of Rourkela Fertiliser 
Project even though the latter is under a separate 
management. Hindustan Steel can build up a design and 
•construction unit which can move from one new steel plant 
to another. It is true that our plaiming of projects is 
still defective and there are a number of difficulties to be 
overcome. The problem arises therefore that the tapering 
off in the work on one project may not always coincide with 
the beginning of work on a new one. But we should not 
take a strictly short-term finance view and discharge or 
absorb in other kinds of work engineers who have specia- 
lised in designs and construction. Some v/ork connected 
with their own specialisation should be found for them. 
This will save a great deal of time and resources in the 
long run. 
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Design and Construction Units in Ministries 

13.17 An alternative approach would be to build up in 
the public sector as a whole specialised units for designs and 
construction in particular fields. This may be necessary 
if it is found that an individual undertaking is not likely to 
have enough continuous work for it to build up its own 
separate designs and construction organisation. As re- 
gards construction of certain types, this approach is already 
accepted in the setting up of the National Projects Construc- 
tion Corporation. Unfortunately this organisation has 
not yet built up strong enough roots, partly because it also 
suffers from the same defects like insecurity for its personnel 
to overcome which was one of the reasons for its being set 
up. But if properly organised, it should be possible for a 
few undertakings cooperatively to set up such a construc- 
tion organisation; or it can be set up by a Ministry if it has a 
number of small unit under it. Similarly, for factory 
designs, a special unit can be organised to build up 
specialised personnel and to provide service to new projects. 
This could be in some respects similar to the Central Water 
and Power Commission. 

Reabsorption of Construction Engineers 

13.18 This type of common designs or construction units 
will take care of the high level specialised engineers. Per- 
sons who are not so specialised and who are not at very high 
levels of jobs, and who caimot be absorbed in the mainten- 
ance work of the project, will have to be absorbed elsewhere. 
Uncertainty regarding future employment, as we have seen, 
creates a problem in their case also and large-scale sporadic 
migrations occur. The only way to prevent this difficulty is 
that a guarantee of absorption in a job equivalent to 
what they are holding should be given to them by the 
Government. With the enormous amount of construc- 
tion work that is going on in the public sector all over the 

® country, with proper organisation it should not be difficult 
to reabsorb them without any significant loss by way 
of payment for idle time. Reabsorption will firstly have 
to be attempted in broadly the same region. If there is a 
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coordinating comniittee of public undertakings in a parti- 
cular region, such as there is at Bangalore, this could be 
one of its functions. The construction of new projects in 
the region could be so planned that the tapering off of one 
could coincide with the beginning of another. Alternatively, 
a register of qualified persons who would become surplus 
could be maintained in the controlling Ministry and 
they could be absorbed as and when available in the new 
projects under that Ministry. Such planned transfers of 
surplus engineers with experience can save a great deal of time 
and resources that have otherwise to be wasted in calling for 
applications, interviewing candidates, etc. Moreover, engin- 
eers with experience of construction will be available to 
the new projects. The cost of transfer will no doubt have to 
be borne but this cost will be small in relation to the total 
benefit obtained. In all such cases, persons who are so 
transferred should be able to enjoy the benefits of ‘conti- 
nuous’ service as per our suggestions in a later part of this 
chapter. 

Technical Talent for Small Units 

13.19 Small units in the public sector such as Hindustan 
Cables or National Instruments have a problem regarding 
attracting and retaining quality technicians that arises essenti- 
ally from their small size. Because of the small number of 
higher level jobs that they have, the advancement opportu- 
nities are limited and therefore good engineers do not 
like to join them. One method of getting over this diffi- 
culty is to make these units parts of large groups of similar 
undertakings.^ Alternatively, all such small units under one 
Ministry® could set up a special coordinating agency for the 
purpose of recruitment and training of technical personnel; 
they could also coordinate their advancement policies 
so that there would be wider scope for the advancement of 
the better talent in them. To some extent, even this would 
not always satisfy the needs of all their developing personnel. 

4. See— H. K. P£.ranjape: “State Enterprises: Coordination and Con- 
trol”, iTidian Journal of Public Administration, Vol. VII, No. 4, pp. 528-35. 

5. The recent (April 1962) reoi^anisation of nanistries should make all 
this much easier. See— ibid., pp. 535-39. 
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These should be permitted to transfer to other public under- 
takings. 

Use of Officers Deputed From Government Services 

13.2G To some extent, the problem of providing good and 
experienced personnel to new units in the public sector can 
be met by making available such personnel from regular 
Government services on deputation. Hindustan Cables, 
Indian Telephone Industries and the recently set up Hindus- 
tan Teleprinters have all benefited by obtaining experienced 
engineers on deputation from the Posts and Telegraphs De- 
partment. Chittaranjan and Perambur Works have also 
benefited from being able to draw upon Railway engineering 
services for their needs. The arrangement was specially bene- 
ficial in the early stages of these enterprises as they did not 
have to face the difficulty about securing the services of ex- 
perienced engineers. Even now the interchange of officers 
is of some use both to the production organisations and the 
service departments. Sonre of the best officers from the 
large railway and telegraphs organisations can be brou^t 
to these production units; and when they return to other 
jobs in their parent organisations they are richer for the ex- 
perience and therefore the latter also benefit. However, as 
we have already explained, these arrangements suffer from 
certain handicaps. In some public undertakings, it has be- 
come almost a tradition that top positions are always occu- 
pied by persons on deputation from some Government 
services. This is not good for the morale of the technical 
officers in the undertaking. Work in production organisa- 
tions is different from that in service organisations and es- 
pecially so at technical management levels; if officers who 
obtain valuable experience in these organisations find that 
they cannot get advancement to higher positions, they are 
bound to feel disgruntled and so would tend to migrate. 
We observed signs of such difficulties in some of these orga- 
nisations and we think that if special efforts are not made to 
provide better pay and promotion prospects to officers in 
the production organisations there may be danger of losing 
the good technical talent that is being built up in them. 
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Some Migration Inevitable 

13.21 With the adoption of the various measures that we 
have suggested in this study, the tendency towards migra- 
tion of technical personnel from one public undertaking to 
another should decline considerably. The only reasons then 
that will induce technical officers to move, other than per- 
sonal reasons, will be the possibility that they are likely to 
be surplus and are unwilling to accept the new posting that 
is suggested to them or that they are likely to improve their 
prospects significantly by migrating. 

13.22 However good the policy regarding personnel develop- 
ment and advancement that is adopted, there are bound to 
be individuals who feel that they are likely to do better if 
they can try their luck in other organisations. This feeling 
may be entirely unjustified. But not permitting a man to 
apply at all to other public undertakings not unnaturally 
leads to a feeling of being kept down. In the case of many 
persons it may be found that even if they apply for higher 
posts in other undertakings, they are not selected. When 
they have experienced this, they will learn to live with the 
organisation in which they are working. But if the opportu- 
nity to apply is completely denied to them, they will go 
on nurturing a grievance and the enterprise in which they 
are employed will never be able to get good work out of them. 

13.23 On the other hand, there are bound to be genuine cases 
of people whose advancement is blocked. This may be due 
to their being considered unsuitable for promotion, at the 
moment or permanently; or it may be due to the fact 
that the enterprise does not have enough openings for all 
the people who deserve a promotion. The rate of pro- 
motion is bound to vary from individual to individual, 
from industry to industry and also from branch to branch 
within the industry. For example, in a coal mining under- 
taking, the advancement opportunities for mining engineers 
may remain better than those for other categories of engi- 
neers in spite of attempts to improve the avenues open to 
the latter. In such cases, it is only proper that the person 
should be permitted to try his luck in other undertakings.. 
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This is not only good for the individual but, as we have 
explained earlier, good for the community. 

Rules of Conduct for Undertakings 

13.24 To ensure that this movement should take place in 
an orderly way and with mutual understanding between 
different undertakings, certain rules of conduct in this 
matter need to be observed. We have already referred to 
some rules that have been approved by the Government and 
which all public sector organisations have been advised to 
follow.® These rules largely fit in with the approach that we 
are suggesting. Unfortunately they are not always followed. 
Some of them, like the one about negotiations or informal 
understandings, are not easy to enforce; they will work only 
if a certain self-discipline is observed by all the undertakings. 
We hope that with the adoption of the various measures 
thatwe have suggested, the temptation to break these rules 
will not be very strong. 

Forwarding of Applications 

13.25 The rule about forwarding applications is at present 
not put into practice, in letter and in spirit, by many under- 
takings. We have already pointed out our reasons for thinking 
that refusal to forward applications is not likely to have any 
useful results. If a good man is prevented from applying 
openly to a public undertaking, in spite of being blocked in 
his own undertaking, the net result, if all public undertakings 
genuinely observe the rules against ‘poaching’, will be that 
he will take the first opportunity to go to a private under^ 
taking. This is what is already happening to a certain ex- 
tent today. Competent officers from public sector under- 
takings migrate to private undertakings; those from private 
undertakings migrate to public undertakings, many times 
without applying through their employers. Thus the pur- 
pose of not forwarding applications is not served, especially 
in the case of good, competent and professionally known 

6. See (3.6) and (3.7) above; also — Government of India, Ministry 
of Home Affairs (Directorate of Manpower), O.M. No. 15/4/60-MP., dated 
^October 5, 1960. 
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employees. The policy of not forwarding applications that 
is followed by some undertakings therefore needs to be 
modified. The general limit of one application a year — or 
some such limit — ^is obviously necessary because otherwise 
forwarding of applications may become a nuisance. 

Discourage Horizontal Movement 

13.26 In order to prevent undue migration, we would how- 
ever like to suggest two exceptions to this rule about forward- 
ing applications. As indicated earlier, the main reason why 
we consider it proper that employees should be permitted, 
if they wish, to try their luck for other jobs in the public 
sector is that if they are not getting good enough advance- 
ment opportunities in their own undertaking, such attempt 
on their part is justified and if they are found to 
be suitable for a higher level job, such movement will be 
beneficial to the economy. A corollary of this approach is 
that horizontal movement, z.e. movement to a job at broadly 
the same level in another public undertaking is generally 
not likely to be beneficial to the economy. If common 
pay grades are adopted, it would not be diflScult to 
decide whether a particular movement is a horizontal one 
or ja vertical one. The only lure which a horizontal move- 
ment can have is through the grant by the other undertaking 
of a few extra increments. This should not be ordinarily 
permitted; no application for a post at the same level should 
be forwarded except for personal reasons and, in any case, 
no undertaking should employ a person coming from ano- 
ther public undertaking, at the same level but on a higher 
salary. 

13.27 The only exception to this prevention of horizontal 
movement would be in the case of a transfer arranged bet- 
ween two undertakings because of the special need for per- 
sonnel in an undertaking. For example, a new undertaking 
may require to obtain experienced personnel from another 
undertaking to work on jobs at the same level, at least to 
begin with. If it comes to an agreement with another under- 
taking so that the latter agrees to transfer a few of its exper- 
ienced-employees, extra increments may have to be given as^ 
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an inducement to the employees to accept such a transfer. 
Alternatively, an older undertaking may make available to 
a new undertaking a few experienced persons on deputation 
terms for short periods of time. Except for such cases, 
horizontal movement should bediscouraged by insisting 
that no higher starting salary should be offered to an emplo- 
yee moving to a similar level job in another undertaking. 

Forwarding of Applications During Certain Stages of Career 

13.28 When an engineering graduate is first appointed to 
a job, for the first two years or so, he is learning more 
than contributing to the functioning of the enterprise. 
It is only after that time that the enterprise really begins 
to get some real benefit from his services. It would 
therefore be only proper for the enterprise to insist on 
his serving them for at least five years after his first appoint- 
ment. The enterprise may be justified therefore in refus- 
ing to forward any applications during this period. Simi- 
larly when an employee has been promoted to a new higher 
level job, it would not be reasonable to expect that he should 
be permitted to apply for or, on resignation, be immediately 
appointed to a job at a still higher level in another public 
undertaking at least until two or three years have elapsed 
from the time of his promotion. Otherwise a person can 
use his promotion as a bargaining counter for obtaining a 
still higher job in another public undertaking. 

13.29 Of course this should not mean that the parent under- 
taking should wait till an employee gets an offer of a higher 
job from another undertaking and then promote him. Pro- 
motions should take place as a part of a general policy of 
advancement and not to ensure the retention of an employee 
who obtains an offer of a higher job. We have come across 
instances where an employee’s application for a higher job 
was forwarded to another undertaking, but when the 
other undertaking selected him for the job, the parent 
undertaking offered him a promotion. Such procedure leads 
to a waste of time and resources of the other undertaking 
and is unfair to it. It is also bad for the morale of employees 

•• in the parent undertaking because an impression is created 
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that obtaining offers o' higher jobs from other undertakings 
iS ane ffective way of obtaining promotions. If the parent 
enterprise is already considering an employee for promotion, 
it would be much better to explain this to him when he wants 
to apply elsewhere so that he may decide not to apply. 

^Approved' Migration 

13.30 If these rules are adopted by all public sector under- 
takings, the problem of migration will be solved in a way that 
is fair to the employee and also beneficial to the undertaking 
and the economy as a whole. Fair distribution of talent 
among different undertakings, old and new, large and small, 
will be largely ensured. Once voluntary migration 
on a fair basis seems possible, enterprises who cannot 
offer very good advancement opportunities either 
because of their size or because of their need at higher levels 
for certain kinds of specialists being less than for others, 
will not find it so difficult to attract good talent. 

13.31 When an employee of one public undertaking moves 
to another with the consent of the former, this should be 
treated as ‘approved’ migration. To provide some encourage- 
ment to personnel to stay within the public sector, in cases 
of ‘approved’ migration, the employee should be recompen- 
sed for the expenses of movement, and he should also be 
able to get the benefit of ‘continuous’ service for purposes 
of leave and retirement benefits. This can be easily done 
by making generally acceptable arrangements regarding 
the financial liabilities involved. 

Handicaps Suffered by Public Sector Employees 

13.32 One general observation that we want to make 
is that in making appointments and in fixation of pay, 
public sector employees are sometimes put at a position of 
disadvantage vis-a-vis private sector employees. As we 
have already mentioned, the latter at present are better paid 
than the former. In making new appointments and fixing 
starting salaries, it seems that the salary in previous 
employment is given undue weightage. Engineers who first * 
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join private undertakings and then try to move public under- 
takings are therefore put in an advantageous position. 
This is a very natural error which arises from the mistaken 
assumption that the worth of a man is properly indicated by 
his salary. In reality this is not so because of the imper- 
fection in the labour market. We think it necessary to draw 
special attention to it because it seems to be creating an 
impression that it is much better to join the public sector 
via the private sector. We do not think this is desirable. 

13.33 A disadvantage from which Government employees 
moving to jobs in corporate public undertakings sometimes 
suffer is that if they are sent on deputation, they are not per- 
mitted to receive the pay which they are entitled to on the 
basis of the job for winch they are selected; they are only 
permitted to obtain their substantive pay in Government 
service plus a deputation allowance which is generally 20% 
of this pay. Recently the Government of India has issued 
orders providing an option to the employee to decide whe- 
ther he would prefer to draw (i) pay in the scale sanctioned 
for the post to which he is being posted on deputation, or 
(U) his basic pay in Government plus the deputation allow- 
ance. However, in cases where the minimum pay of the new 
post is substantially higher than (ii) above, the actual pay of 
the deputationist is to be fixed at a level below the minimum 
pay of the post.’ A similar handicap, placed in the way of 
retiring Government employees who join public sector under- 
takings, is that they are not permitted a salary higher than 
what they draw in Government service at retirement and the 
pension due to them from Government is deducted from this 
to fix their pay. Such handicaps also lead to Government 
employees preferring to move to jobs in the private sector, 
if they can secure them. This is clearly not desirable. While, 
as we have said earlier, the remuneration in the public sector 
should be such that good talent from private undertakings 
can also be drawn to it when necessary for higher jobs, it is 
' clearly improper that the talent already available in the 
public sector should be so handicapped in the terms offered 

7. O.M. No. F. 10(24) — ^£*111/60, dated May 4, 1961, Government of 
iTidia, Ministry of Finance, Department of Expenditure, 
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to it that it should prefer private sector employment to 
further public sector employment. 

Concluding Observations 

13.34 Our conclusion in regard to the extent of migration of 
personnel is that it has not yet reached such an overall magni- 
tude for the public sector as a ■whole as to justify the use of 
term ‘flight’. However, certain undertakings have already 
suffered from a ‘flight’ and our analysis indicates that there 
are potential factors in the present situation which are likely 
in future to lead to a problem of larger magnitude for the 
public sector as a whole. It is necessary to adopt such poli- 
cies now, when the problem is still small in magnitude, as 
to prevent it from becoming more troublesome and intrac- 
table in the future. The problem of initially attracting the 
best technical talent is also closely connected with the pro- 
blem of the retention of such talent. 

13.35 The suggestions that we have put forward are neither 
very original nor, we hope, revolutionary. Gur approach 
has been to understand the implications of the basic 
political, economic and social structure in the country 
and the goals that we have adopted. Certain con- 
clusions regarding policies logically follow from these. 
The basic fact in our economic situation is the existence 
of a mixed economy though the Government enjoys certain 
legal and moral powers to influence the policies and practices 
of the private sector. In such an economy, market forces are 
bound to be important even though the magnitude and 
direction of the forces can be modified to some extent by 
Government both because of its legal and moral powers and 
also because it enjoys, to some extent, a monopolistic 
position. We have attempted to provide an outline 
of an integrated policy taking all these factors into 
account. It should be noted that the different sugges- 
tions put forward are parts of an integrated approach. 
Our expectation is that the adoption of this policy would 
help to meet the problem in advance. We also feel confident 
that the approach suggested here will not be found to be 
inconsistent with other policies that might have to be 
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.adopted for ensuring better performance by public sector 
undertakings. 

13.36 With the limitations of the data that we could collect, 
and the time and resources at our disposal, we have thought 
it fit to confine ourselves to examining the existing situation 
in broad terms, and to putting forward an outline of policy 
for meeting the problem. If, in principle, the Govern- 
ment accepts this approach, detailed measures will have to 
be worked out through studies much more comprehensive 
than this one. If tliis study is found to be useful from 
the point of view of providing a basis for such policy- 
making and more comprehensive studies, we shall consider 
-our efforts to have been amply rewarded. 


XIV. SUMMARY OF CONCLUSIONS 


1. All migration of persomiel from one undertaking to 
another is not harmful. Only movements on a very large 
scale can be termed ‘flight’ and be considered harmful 
(1.1 -1.4). Non-availability of required personnel is also 
an important problem (1.5-1. 6). 

2. Examination of the situation in regard to important 
public undertakings (2.1-2.18) shows that ‘flight’ is not 
a general phenomenon as yet in the public sector as 
a whole; older undertakings are affected more than newer 
ones; departmental undertakings more than corporate ones. 
Certain categories of technical personnel are specially 
affected (2.19-2.20). 

3. There has been some planned ‘migration’ as in the case 
of the steel industry (3.1); but in other industries, there has 
been unplanned movement (3.2-3.3.). In the public sector, 
in addition to some planned movement of personnel, 
policies have been laid down to control unplanned migra- 
tion (3.4-3.7). 

4. The general imbalance between demand and supply in 
the case of qualified engineers, and specially the imbalance 
in the case of engineers with some years’ operational experi- 
ence or with certain kinds of specialised experience, have 
specially affected migration (4.1-4.3). Regional imbalance 
(4.4) and Indianisation of higher level personnel in foreign 
firms (4.5) have also affected it. Planned recruitment and 
training have been undertaken by many public undertakings 
and this has helped to prevent migration (4.6) ; but where this 
has not been done, unplanned migration has taken place 
(4.7-4.8). Grouping of similar public sector units under one 
common management can be of considerable use in ensuring 
an orderly programme of persoimel deployment (4.9). 

5. Lack of security in service has been an important cause 
of migration. This has been especially true of construction 
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engineers (5. 1-5.3). The practice of making appoint- 
ments on a temporary basis (5.4) also leads to migration. 

6. In the public sector itself, scales of pay prescribed for 
similar posts vary and thus help create a tendency towards 
Tiighf. For example apprentice stipends vary (6.3). Pay 
scales in older units are lower than in newer units (6.4-6.5). 
In some public sector undertakings, corporate as well as de- 
partmental, pay scales are lower than in others due to some 
adventitious circumstances (6.6-6.9). Even lower pay scales 
may not lead to migration if the personnel is largely trained 
and promoted within the industry (6.10). 

The salary policy regarding Government services affects 
the salary scales in the public sector (6.11-6.12) and these 
then compare very unfavourably with salary scales and other 
benefits in the private sector (6.13-6.17). The comparative 
security of service in the public sector is not a very effective 
compensation for significantly lower salaries (6.18), and the 
other advantages of administrative services do not apply in 
the case of service in public sector undertakings (6.19-6.20). 
Similar designations are sometimes — ^but not always — decep- 
tive (6.21); but different pay scales for similarly designated 
posts create dissatisfaction and a tendency towards migration 
(6.22). 

7. Opportunities for advancement significantly affect the 
continuance of good personnel in an undertaking (7 . 1) . New 
and rapidly expanding organisations are in a better position 
in this respect than old ones (1.2-1 A). Within an under- 
taking, advancement opportunities may vary from depart- 
ment to department (7.5-7.6). When advancement is slow, 
migration tends to occur (7.7). 

In the public sector, seniority in service tends to be 
given greater weight in promotions as compared to the pri- 
vate sector (7.8-7.9). At present, dilution in the quality 
of personnel at different levels is inevitable; but the implica- 
, tions of this are not always understood in public sector under- 
takings and their employees In such cases suffer certain special 
handicaps as compared to prospective recruits from private 
sector undertakings (7.10). Migration is specially attractive 
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because of the possibility of ‘jumps’ — ^rapid improvement in 
positions (7.11-7.12). Public undertakings tend to lose good 
employees because of these factors (7.13-7.14). 

Lack of personnel development programmes create 
special difficulties (7.15). Recruitment of large number of 
engineers of the same age-group for new enterprises (7.16) 
and the lack of promotion avenues beyond a certain limit 
to certain specialised engineers (7.17) are other factors 
that help the tendency towards migration. 

8. The morale of employees can have a significant efiect 
on migration. The public image of state undertakings 
is sometimes not very favourable (8.2-8. 3). In new public 
undertakings, because of the use of new techniques and 
equipment, job-satisfaction is high (8.4); but, as against 
this, certain features of their organisation and procedure lead 
to dissatisfaction and resentment among technical personnel 
(8.5-8.7). Fair treatment is supposed to be an important 
factor in favour of employees in public undertakings 
(8.8); but in recent years, there are many complaints which 
indicate that this is not always so (8.9-8.10). ‘Human rela- 
tions’ seem to be well established in some public under- 
takings; but in others, even very important ones, one 
finds a failure of ‘communication’ and resultant disaffec- 
tion and resentment (8.13-8.16). 

9. ‘Flight of Personnel’ is potentially a threatening prob- 
lem in India (9.1-9.2). ‘Vertical’ movement is likely to be 
beneficial both to the individual and to the community; 
‘horizontal’ movement may benefit the individual but not 
the community, except in special cases (9.3-9.5). Under 
a planned system, priorities can be established in terms of 
industries and particular functions in industries for the allo- 
cation of scarce technical personnel (9. 6-9.9). Broadly 
speaking, public sector projects would fall in the high priority 
category (9.10). 

In the light of these co nsiderations, certain policy 
objectives can be laid down (9.11). These are: 

(a) Reduction and preivention of unplanned, large- 
scale, ‘horizontal’ movement. 
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(b) Reduction and prevention of too frequent ‘verticar 
movement. 

(c) Ensuring adequate supply of technical personnel in 
high priority functions and industries. 

(d) Increasing the supply of personnel in shortage. 

The special limitations imposed by our political and 
economic structure have to be recognised (9.12) when we 
think of the instruments for the implementation of this policy. 
The special characteristics of the engineering profession have 
also to be taken into account (9.13-9.16), especially the fact 
that all such manpower is an appreciating asset. 

10. Recruitment in proper proportions of persons with 
engineering degrees, diplomas and lower qualifications is 
essential if proper opportunities for the exercise of the know- 
ledge acquired and for advancement are to be provided 
(10.1-10.3). Persons with less formal qualifications, but 
practically trained internally, are more likely to remain 
satisfied in lower and middle supervisory positions (10.4). 

Advance planning of personnel requirements and rec- 
ruitment and training arrangements for meeting them are 
essential (10.5). Regular recruitment is necessary so as 
to maintain a proper age-composition of personnel (10.6). In 
a situation where there is keen competition for securing best 
talent, ah aggressive policy of recruitment is necessary 
(10.8-10.10). Selection methods have to be improved, with 
greater stress than now on the assessment of the personal 
qualities of the candidate (10.11) and with a considerable 
reduction in the time taken for selection (10.12). 

Good arrangements for post-entry training are an 
attractive feature of new public undertakings but care has 
to be taken about certain aspects like sending candidates for 
training abroad and providing formal training if possible 
only after an initial period of actual work (10.13-10.17). 

Small-sized public undertakings face special difficulties 
in attracting good quality engineers (10.18). Common rec- 
ruitment of technical personnel for all public sector under- 
takings is sometimes suggested. But, on balance, it is not 
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desirable to do this. Cooperative recruitment by a few 
undertakings may however be useful (10.19-10.21). 

11. The basic objectives of the remuneration plan of an 
undertaking have to be to attract and retain good quality 
personnel and to motivate them towards good performance 
(11.1). Long-term considerations require that the salaries 
offered should be good enough to attract potentially capable 
personnel (11.12). 

Government policy at present is that salaries in the pri- 
vate sector cannot be regulated. Unlike the administrative 
officers of Government, technical personnel in public under- 
takings, especially the best ones among them, will be in 
demand from the private sector at almost every level 
(11.3-11.6). Public undertakings which follow civil service 
salary patterns are found to be at a disadvantage in many 
countries (11.7‘11.8). It is true that in India, unlike in most 
other countries, Government is the largest employer of techni- 
cal personnel and can therefore exercise a leadership in salary 
determination (11.8-11.9). But personnel not being a 
‘standardised’ commodity, lower pay and prospects can re- 
sult in recruitment of other than the best talent (1 1 .10-1 1 .1 1). 
The normal highest pay in public undertakings is at present 
Rs. 2750. This should be raised to something like Rs. 5000 
(11.12). Leadership, combined with moral persuasion and 
pressure, will have to be used to prevent far higher emolu- 
ments being paid in the private sector (11.13-11.14). The 
lowest salaries in the public sector undertakings for graduate 
engineers must be at least about 90% of those in good 
private sector undertakings; the proportion may progres- 
sively decline at higher levels, and at the hiehest level it may 
be about 60% (11.15-11.16). 

It is necessary that in the public sector undertakings, 
jobs requiring similar knowledge and experience and at 
the same level of work and responsibility should be paid 
at the same rate (11.17-11.19). Differences as between 
different industries as such (11.20) or between different 
regions (11.21) are not justified, though special benefits may 
have to be provided for personnel who have to work in out 
of the way localities (11.22), To ensure such uniformity; a 
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Public Enterprise Pay Research Unit should be created 
(11 .24). The Unit should decide the pay grades and indicate 
the standards to be used in applying these grades to individual 
posts. 

The actual application should be left to individual under- 
takings subject to a general check by the Unit (11.25). 
Uniform gradation based on expert studies made by the Unit 
will ensure proper internal and external relativities. It is 
however necessary that the Unit should function in a business- 
like manner (11.26-11.28). 

There should be an adequate number of pay grades 
(11.29-11.30). The number of high-salaried personnel is 
proportionately low in the public sector. Therefore raising 
the highest remuneration to Rs. 5000 or so and propor- 
tionately raising other grades of remuneration cannot be 
considered unreasonable (11.31-11.33). The minimum pay 
for a good engineering graduate on first appointment will 
have to be about Rs. 500 (11.34). 

Monetary incentives and differentials seem to be neces- 
sary, in the present situation, for attracting, retaining and 
getting the best work out of good quality technical personnel 
(11.35-11.36). This approach involves that the present sys- 
tem of pay grades with time-scale increments should be 
replaced by a system where the maximum value of a job 
should vary — within certain hmits— according to the capacity 
of the individual (11 .37-1 1.45). Where an individual reaches 
his job maximum and stays there for long, periodical special 
increments may be given to him for good service (11.46). 
In view of the imbalance between demand and supply of good 
engineers, it seems necessary that increments in pay should 
be more rapid in the early years of service than is the case 
at present (11.47). Unpopular-jobs like those on the shop- 
floor or construction work should be specially compensated 
in some way (11.48). 

For persons engaged in production work, bonuses rela- 
ted to some measure of performance may provide a useful 
incentive and it is not desirable to ignore tliis possibility in 
the case of public undertakings in India (11.49-11.51). The 
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system of bonuses will however have to be carefully worked 
out and kept flexible (11.52). Variable increments will be 
better as incentives at higher levels and bonuses at lower 
levels (1 1 .53). Changes in salary policy are very important 
to prevent ‘flight’ from public to private sector under- 
takings (11.54). Non-contributory pensions, while preven- 
ting migration in some cases, would not be, on balance,, 
useful (11.55). 

12. A good system of personnel appraisal is very important 
for personnel development and advancement; this is lacking 
in most public undertakings (12.1). Personnel development 
is important not only to an employee but to the enterprise 
as well as to the community (12.2). Facilities for technical 
training need to be provided not only for new recruits but 
also for employees who wish to advance by way of acquiring 
more skill and knowledge (12.3-12.4). Engineers need to 
learn managerial skills and facilities need to be provided 
for this (12.5-12.7). Early identification and careful develop- 
ment of potentially capable talent needs to be properly 
attended to (12.8). 

Advancement for technically qualified personnel will 
have to be within their own specialised field up to the middle 
level and in a wider area including top management above 
it (12.9-12.10). However, for persons specially qualified in 
highly specialised fields it should be possible to advance to 
very high positions in terms of remuneration and status 
without having to give up their own fields (12.11). For equal 
talent, advancement opportunities should be equal, irrespec- 
tive of the specialised line in which an individual begins his 
career (12.12). 

A high rate of advancement is essential if the best talent 
is to be attracted and retained by public sector undertakings 
(12.13). In the present circumstances, advancement is bound 
to be more rapid than in the past and there should be no 
hesitation in advancing brilliant persons even at compara- 
tively younger ages (12.14-12.16). Any attempt at necessarily 
correlating age and grade is likely to lead to the loss of 
talented and highly specialised and scarce personnel (12.17-: 
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12.18) . To ensure adequate advancement opportunities for 
qualified technical personnel of average ability, the number 
of posts should be so fixed that every such person has a fair 
chance of rising up to the middle management level at the 
end of his career (12.19). 

Promotions should not be guaranteed automatically 
through the introduction of a ‘cadre’ or ‘service’ approach. 
If suitable persons are not available within an organisation, 
recruitment from the open market should be considered 
quite proper (12.20-12.22). Frequently having to go to the 
outside market should be considered as an indication of poor 
personnel development in the case of old undertakings 
(12.23). New undertakings should preferably obtain their 
senior personnel through planned and agreed transfers frorn 
older undertakings (12.24). When they have to resort to the 
open market, care has to be taken to see that competitively 
satisfactory salaries are offered and selection is done carefully 
(12.25-12.26). While regional preferences or preference to 
scheduled castes may have some justification in initial recruit- 
ment, the practice adopted in some undertakings of such pre- 
ferences being shown in promotions is undesirable (12.27). 

Too much security in service needs to be avoided. De- 
motion should swiftly follow continuously poor performance 
(12.28-12.29). Maintenance of good morale through the 
use of non-material incentives is very important in preventing 
migration (12.30-12.32). If these policies are to beeffectively 
carried out, personnel management needs to be given 
more attention than at present in public undertakings 
(12.33-12.34). 

13. Policy should be based on a clear acceptance of the 
idea that migration is not only not always harmful but that 
some migration is also essential in a rapidly growing economy 
(13.1-13.2). Personnel in scarcity needs to be equitably shared 
between old and new undertakings (13.3). Technical per- 
sonnel should not be wasted, at the junior and middle levels, 
® in jobs that others can do equally well (13.4). Adequate 
provision of administrative assistance would save the time 
of qualified engineers and thus help reduce the demand for 
them (13.5). 
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Control of migration through the establishment of 
priorities in terms of jobs is not practicable (13.6). Keeping 
emoluments and prospects in certain undertakings unduly 
low, and trying to control migration through administrative 
measures, is undesirable (13.7). 

When a new undertaking is being set up, Government 
should insist upon its submitting a plan of recruitment and 
training of required personnel. To prevent ‘pirating’, agreed 
transfers of experienced senior personnel between older and 
newer undertakings should be encouraged. Submission of 
such a plan should be a condition for the grant of a licence 
(13.8-13.9). This may not solve the problem of possible 
‘pirating’ by small concerns. In that case, undertakings will 
have to organise special programmes of training and develop- 
ment to provide replacements for possible losses (13.10). 
To prevent continuous migration and competitive bidding up 
of rates of remuneration, once remuneration plans of public 
undertakings are rationalised, Government should take 
steps to persuade private undertakings to keep in line with 
the broad policy laid down (13.11). 

The creation of a common Technical Service, while 
attractive from some points of view, is on balance not desir- 
able (13.12-13.14). However, personnel pools and other 
cooperative arrangements may be useful in the case of parti- 
cular types of personnel (e.g. construction engineers) 
(13.15). Common design and construction units could be 
organised for broadly siinilar undertakings (13.16-13.17). 
Special provision will have to be made for the reabsorption of 
construction engineers without their suffering any loss as a 
result of movement from one project to another (13.18). 
Small public sector undertakings may organise some co- 
ordinating machinery for their recruitment, training and 
advancement policies (13.19). Officers deputed from Govern- 
ment services may satisfy the need of new enterprises for 
experienced personnel, but care will ha.ve to be taken to see 
that this does not permanently block the chances of employ- 
ees of the enterprise (13.20). 

In spite of such measures, some individuals may want 
to try for opportunities in other undertakings and the 
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possibilit}' of improving their prospects through migration 
should not be denied to them (13.21-13.23). To ensure that 
such movements take place in an orderly way, some rules 
of conduct need to be observed by aU public undertakings. 
They are (in addition to rules already indicated by Govern- 
ment): 

{a) Applications for posts in other public undertakings 
should be forwarded subject to the following limit- 
ations: 

(0 Not more than one application a year will be 
permitted. 

(«■) Application for posts at the same or similar 
level will not be permitted except for personal 
reasons. 

{in) Applications will not ordinarily be forwarded 
within five years of the initial appointment of a 
graduate engineer and within three years of 
his promotion or appointment to a higher post. 

{b) If an employee is being considered for promotion, 
he should be informed about it if he wishes to apply 
elsewhere. 

(c) No undertaking will employ an employee of another 
public undertaking in the same grade as he had 
in the original undertaking but at a higher starting 
salary. The only exception to this will be when an 
employee is being made available to another public 
undertaking by agreement (13.25-13.29). 

Migration, which takes place on observance of the rules 
indicated here, should be treated as ‘approved’ migration 
and this should carry with it rights of ‘continuous’ service 
(13.30-13.31). Certain rules, practices and procedures that 
are current at present provide handicaps in the way of the 
continuance of public sector employees in the public sector. 
These need to be removed. (13.32-13.33). 
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Though it is a year since the study was completed and 
the Report submitted to Government, its publication without 
any change or modification seems to be justified because 
the conditions described in the Report remain substantially 
unchanged. Some of the data received since the completion 
of the Report support the main conclusions that the pro- 
blem of ‘flight’, while not as yet alarming in magnitude, is 
significant in character and that as a public enterprise 
gets stabilised, it faces the problem more intensively. The 
fears expressed in the Report about Hindustan Steel are 
substantiated by the fact that in the years 1960 and 1961, 
Bhilai lost 86 technically qualified persons, Rourkela, 56 
and Durgapur, 39. 

For sometime after the declaration of the Emergency 
it was not clear whether the country will have to prepare 
for a hot and immediate war or for a long period of pre- 
paredness and cold war. It now seems as if the emphasis 
has to be on the latter. The principal effect of this on 
the problem studied here will be that as there will have 
to be even a larger programme of development, and 
especially industrial development, the demand for tech- 
nical personnel will increase more rapidly than earlier 
envisaged. An important factor that would ease 
the situation to some extent is that the programmes 
for increasing the capacity of technical training institutes 
are progressing satisfactorily and it is now expected 
that at the fresh graduate level, an overall balance bet- 
ween requirements and supply will be reached within a 
few years. However, the shortage of particular categories, 
especially of those where highly specialised talent and expe- 
rience are required, will continue for some years to come. 
As suggested in the Report, accelerated personnel develop- 
ment will have to be undertaken to meet this shortage. 

The nature of the problem arising out of the dis- 
parities in emoluments in the public and private sectors 
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may undergo some modification as a result of the recent 
change in company taxation under which, for the pur- 
pose of computing the taxable income of the company, 
a limit of Rs. 60000 has been put on the deductible expen- 
diture on account of salaries and perquisites paid to an 
employee. While this does not amount to a ceiling on the 
emoluments that can be paid to a salaried employee, it does 
provide a certain disincentive regarding paying more than 
this amount. There are a number of loopholes through 
which the effects of this provision can be defeated. How the 
remuneration plans of private sector companies get affected 
by this new provision will have to be watched for some time 
before one can confidently assume that this measure will 
be useful to prevent ‘flight’ from the public sector. The 
fact that high level engineering personnel have the option 
of taking to seif-employment of one kind or another also 
cannot be ignored. The main conclusion reached in the 
Report in this respect does not therefore require any modi- 
fication. Public sector enterprises cannot afford the luxury 
of paying substantially lower emoluments than those 
paid for comparable jobs by large private sector concerns. 
To the extent that the above-mentioned measure or any 
other kinds of pressure and persuasion result in lowering 
down private sector emoluments, the public sector can 
also follow the lead. It is true that as the public sector 
becomes the major employer in the country it can wield 
much influence in the market for such personnel; but this 
will only be effective in the long run. In the meanwhile 
high calibre talent may be lost because of the lack of 
flexibility in the policy about emoluments. Personnel, as 
emphasised in the Report, is not a standardised commodity. 
It is true that talent is not attracted and retained merely 
through monetary attractions. Whether the nature of work 
and the total environment are such as to provide job-satis- 
faction is also very important. Unfortunately the situation 
in the public sector in this respect, as indicated in the Report, 
* is not as satisfactory as one would expect it to be. If 
pseudo-egalitarian ideas make it impossible for public under- 
takings to adopt a more realistic and effective policy about 
Remuneration, the problem of ‘flight’ is likely to continue 
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to plague these undertakings. 

While the Government of India has not taken any 
new steps recently to meet this problem, there seems to 
be an increasing awareness at the highest levels in Govern- 
ment about its importance. This creates some hope that 
a more flexible and realistic policy would be accepted by 
Government in the near future. 


August 31, 1963 
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Appendix I 


THE ASSIGNMENT ' ^ ■ 

A Note on the- Study: Regarding Technical Personnel in 
Public Undertakings 


^■■^Objects 

The main object is to find out how far there is a ‘Flight 
of Personnel due to migrations among enterprises in the public 
sector and to what extent the disparities in scales of pay and 
other conditions of service are responsible for it. Incidentally it 
may also be examined whether there is any serious problem of 
jSiight from the public to the private sector. On the basis of this 
study of facts, an analysis of the problem together with recom- 
mendations on the broad iines of policy to be pursued should be 
prepared. 

Scope 

The study should cover all state undertakings (in the manu- 
facturing and public utility services fields) operating under the 
control of the Ministries of Commerce and Industry, Steel, Mines 
and Fuel, Transport and Communications, Irrigation and Power, 
and Works, Housing and Supply. It should cover the problem 
mainly in relation to higher technical personnel (i.e, excluding 
administrative and clerical personnel as well as Tradesmen.*) 

Method of Study 

The study should be based largely on the material either 
available with the enterprises or which can be easily collected. 
It should not attempt an elaborate enquiry which will require a 
very detailed and prolonged study and collection of facts by the 
enterprises. Material can be collected through questionnaires an' ' 
by calling for readily available documents. Supplementary in- 
formation can be obtained through discussions with management 
ojBScers when they visit Delhi. Visits to enterprises may not be 
necessary; but this can be decided at a later Stage in the light of 
the progress of the study. 

March 10, 1961 

.Note 

At a somewhat later stage it was decided to include in the 
study some enterprises under the Ministries of Defence and 
Railways. 
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■QUESTIONNAIRE SENT TO PUBLIC ENTERPRISES 

: ■ Points on which Information is Required 

!., Pay scales of posts, fro.m junior supervisory ranks upwards 9., 
requiring technical qualifications like: 

(a) Certificate or Diploma or Degree in sonie branch of , 
engineering; 

. . (b) Diploma or .Degree in accoiintmg and cost-accountiiig;: 

(c) Diploma or Degree in industrial engineering or business 
management. 

Please specify for each grade the minimum qualifications and 
experience prescribed. 

Also specify the number of posts sanctioned in each grade 
and the number filled at present. 

2. Information regarding: 

(1) Rates of dearness and other allowances; 

(2) Leave benefits; 

(3) Any other benefit available to employees like: 

(a) Leave travel concession; 

(b) Free education or reimbursement of fees for cMldr- 
ren’s education; 

(c) Medical benefits; 

(d) Subsidised housing; 

(e) Free/subsidised supplies {e.g, coal in coaLmines);* 

(f) Free/subsidised transport. 

3. Information regarding the training schemes for various cate- 
gories of employees so as to ensure the supply of required 
personnel for your undertaking or other public undertakings*. 

4. In addition to this, any material readily available dealing with 
the following problems : 

(a) Planning for the technical personnel required for the* 
enterprises; in the initial stages and/or for expansion. 

(b) Arrangements with other public/private undertakings in 
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India/abroad for obtaining and/or training personnel to 
be absorbed in this enterprise. ' 

<'c) Difficulties experienced about obtaining/retaining parti-; 
cuiar categories of personnel and the steps taken to meet 
this difficulty. 

If this material is available in, documents, spare copies of which 
are not available, the material may be sent on loan and it 
will be returned after use. 



' Appendix- HI ' 

■ ■ ' ENTERPRISES COVERED BY THE STUDY 

A. List of ■ Public Enterprises' wMcli Seat Aaswers to .Our 

Qnestioiiiialre ane/or Ollier laforinatioa 

(1) Eastern Shipping Corporation 

(2) Fertiliser Corporation of India ■ 

(3) Heavy Electricals 

(4) Heavy Engineering Corporation 

(5) Hindustan Cables 

(6) Hindustan Housing Factory 

(7) Hindustan Insecticides 

(8) Hindustan Machine Tools 

(9) Hindustan Salt Company 

(10) Hindustan Steel 

(11) Hindustan Teleprinters 

(12) Indian Airlines Corporation 

(13) Indian Oil Company 

(14) Indian Refineries 

(15) Integral Coach Factory 

(16) Mysore Iron and Steel Works 

(17) National Coal Development Corporation’ 

(18) National Projects Construction Corporation 

(19) Neiveli Lignite Corporatioil - ^ 

(20) Ordnance Factories 

(21) Orissa Mining Corporation 

(22) P. & T. Department 

(23) Railways 

B. List of Enterprises Visited for Study 

(1) Air-India International 

(2) Bharat Electronics 

(3) Burmah-Shell Refineries ^ ^ ^ ^ ^ ^ ^ ^ 

(4) Chittaranjan Locomotive Works 

(5) Damodar Valley Corporation 

(6) Fertiliser Corporation of India— Sindri Division 

(7) Heavy Engineering Corporation 

(8) Flindustari Aircraft 

(9) Hindustan Antibiotics 

(10) Hindustan Cables- 

(11) Hindustan Lever 

(12) Hindustan Machine Tools 

(13) Hindustan Steel— Headquarters, and Rourkela and Bhilai; 
Units , 
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(14) Imperial Clieinical Industries 

(15) Indian Oil Company 
(1,6) Indian Refineries 

(17) Indian Telephone Industries 

(18) National Coal Development Corporation. 

(19) National Instru.meiits Factory 

(20) National Projects Construction Corporation 

(21) Ordnance Factories (Directorate General) 

(22) Posts and Telegraphs Workshops 

(23) Posts and Telegraphs (Directorate General) 

(24) Standard Vacuum Oil Company 

(25) Tata Iron and Steel 

(26) Tata Engineering and Locomotives 

(27) Tata Chemicals (Headquarters) 




